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WINCH 
ASSEMBLY 


PUTS POWER 
IN THE PULL... 


When your utility job needs a powerful pull... 
moving equipment or getting your transportation 
in and out of rough locations . . . you need a 
Model U-125 KING Complete Front-Moun 
Winch Assembly to do the heavy work. 


The Model U-125 Assembly, shown above, with 
special 4-way cable guide roller arrangement, 
was designed especially for public utility jobs 
where backfill work or pipe pulling must be ac- 
complished by an oblique cable pull. 


The vertical rollers are set farther forward than 
usual, and the front edges of the vertical side 
frame are recessed to permit greater than 90 
angle pull of the cable. 


Though well above axle clearance, this unit sets 
low enough on front end of truck to allow good 
the radiator air circulation, yet involves only a mini- 
‘speed transmissions or power- | * | mum of truck understructure cutting or bending 
e-off driven for 4-speed . to clear driveshaft from power-take-off to winch. 
ions, KING Winches are 
fit” assemblies for prac- 

all trucks. ; 


Model U-125 Assemblies made for 1948 through pres- 
ent models |, I'/2, 2 and 2!/-ton popular make trucks. 


Write for bulletins on KING 
Complete Front-Mount Winch 
Assemblies to fit your trucks 
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; ON FOUR NEW FRONTS 


America’s industrial growth is measured in kilowatts, 
units of electrical energy which make up the brawn 
and sinew of U. S. production. More and more of 
these energy units are being consumed in this land 
which is, characteristically, always building, always 
pioneering. In fact, so many lusty, bawling industrial 
infants—children of America’s men of vision—are 
growing up so fast that Babcock & Wilcox is pouring 
millions of dollars into new plants and equipment to 
provide more steam power for public utilities and for 


Paris, Texas 


Wilmington, North Carolina 


West Point, Mississippi 


Brunswick, Georgia 


all industry. New plants at Wilmington, N. C., West 
Point, Miss., Brunswick, Ga., and Paris, Texas, re- 
cently have been added to B&W’s network of facili- 
ties for manufacturing the equipment to harness 
energy through the driving force of steam. In all, ten 
great B&W plants, spotted around the map like sen- 
tinels helping to guard the nation’s stren; are 
efficiently geared to continue to contribute to 
America’s boundless potential. 
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HE impact of inflation on income 

measurement and rate determination 
has provoked considerable controversy 
among economists, accountants, business- 
men, and regulatory agencies, as to the 
methods which should be used in deter- 
mining corporation earnings and in de- 
ciding what constitutes a fair return to 
investors, particularly in public utility 
enterprises. 


In the article entitled “Utility Rates 
Must Recognize Dollar Depreciation” 
(beginning page 333), two writers who 
have been prominent in the public ad- 
vocacy of opposing philosophies of in- 
come measurement have joined in an 
emphatic statement of the basic princi- 
ples on which they agree, irrespective of 
the procedures employed to reach the de- 
sired ends. 


Dr. WiLt1AM A. PATON was born in 
Calumet, Michigan, and educated at 
Michigan State Normal College and the 
University of Michigan (AB, 715; AM, 
16; PhD, 717). He has had a long and 
distinguished career in teaching of eco- 
nomics and accounting, beginning as an 
instructor at the University of Michigan. 


HOWARD C. GREER 
MAR. 12, 1953 





WILLIAM A. PATON 


He has been a professor of that subject 
at that institution since 1921 and has also 
been visiting lecturer at the University 
of California, the University of Chicago, 
and Harvard School of Business Admin- 
istration. He is a fellow of the American 
Academy of Arts and Sciences, former 
editor of Accounting Review and Ac- 
countants’ Handbook, and the author of 
numerous books and articles on that sub- 
ject, climaxed by the recent and popular 
Shirt Sleeve Economics, reviewed in this 
magazine, issue of July 17, 1952. 


Howanrp C, Greer is vice president of 
finance, Chicago, Indianapolis & Louis- 
ville Railway Company, a visiting pro- 
fessor of accounting at Ohio State Uni- 
versity, and a member of the Joint Study 
Group on Business Income, which re- 
cently issued a lengthy report on this con- 
troversial subject. 


BotH men are past presidents of the 
American Accounting Association and 
have testified frequently as expert wit- 
nesses on business profits before con- 
gressional committees and regulatory 
agencies. Because of this background, 
their attempted reconciliation of points 
of view in their “joint declaration of 
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What goes on at this Round Table? 


®@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money . . . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


**Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 


These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $121,000,000 


Wituram N. Enstrom, Chairman of the Board 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricwarp H. West, President 


Public Utilities Department—Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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faith” will make particularly interesting 
reading. 


* * * * 


W: have heard how television is 
changing the leisure-hour habits of 
the American family. We have heard 
about the impact of one kind or another 
that it is having on child education, adult 
literature, the publishing business, and 
so forth. In this issue there is an article 
(beginning on page 357) which takes up 
the impact of television on the electric 
industry. Is television a good load build- 
er; is it likely to result in excessive plant 
demand? You will find some answers in 
this entertaining account and you may 
find them anticlimactic. 


THE author of this article is A. BRYAN 
Marvin, who works with the press in- 
formation and public relations bureau 
of Consolidated Edison Company of 
New York. Educated at St. Marks and 
Yale, Mr. Marvin found his way into 
the utility industry after two years’ serv- 
ice as a newspaper reporter with the 
Stamford (Connecticut) Advocate. 


* * * 


H™ often have we heard that some 
projects involving electric develop- 
ments are so big that private enterprise 
cannot be expected to handle them? The 
inference is that only the government is 
big enough to follow through. Here is a 


A, BRYAN MARVIN 
MAR. 12, 1953 


GEORGE W. KEITH 


story about one of the biggest develop- 
ment projects of this kind in the postwar 
history of this country. It involves the 
building of an electric power supply plant 
for the Atomic Energy Commission’s 
project near Portsmouth, Ohio. 


THE New York Times called it “one of 
the most comprehensive undertakings in 
the power industry’s history.” Yet it is 
being carried out under a contract band- 
ing together fifteen private utilities. 
These companies are pledged to furnish, 
according to an article in this issue (be- 
ginning on page 364), the greatest single 
bloc of power supply ever to be provided 
by any company or group of companies. 


Grorce W. KeirH, author of the ar 
ticle on atomic energy development, is a 
free-lance reporter, native Cincinnatian, 
and was educated in the school of bumps 
and bruises. He writes business columns, 
news, and features for various publica- 
tions. He has written humor, verse, etc., 
for, among others, The Saturday Eve- 
ning Post. During the war, Mr. Ke!tH 
contributed his services as ghost for non- 
writing celebrities. 


THE next number of this magazine 
will be out March 26th. 


IA, Calilre 
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How to make a good impression 
in a 10-second appointment ! 


One sure way is to have your letters (your most 
important line of communication) typed on 
a Remington Electri-conomy. You'll find 
Electri-conomy letters stand apart from all 
others. Their sharp, distinctively-uniform 
printwork commands instant attention, looks 
IMPORTANT, sells you and your company on 
sight. Like proof? See a free demonstration 
of Electri-conomy typing today. 


land. 


née 
THE FIRST NAME IN TYPEWRITERS 


For free demonstration or booklet ‘Take a Letter” (RE 8499) write: Remington Rand, Room 2667, 315 Fourth Ave., N.Y.10 
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Coming IN THE NEXT ISSUE 


* 


THE DOMINANCE OF THE FEDERAL GOVERNMENT OVER 
THE STATES 

Since taking office, President Eisenhower has given special consideration 
to the problem of checking the tendency of the Federal government to 
dominate state and local economy, as well as political operations. Nowhere 
has this drift towards administrative absolutism become so apparent as in 
the field of public utility regulation and natural resource development. 
Whether in its réle as umpire over interstate business-managed utilities, 
or as a constructor and operator of multipurpose dams and similar resource 
developments, Federal government versus ene rule" has become a per- 
sistent and increasingly irritating issue. In this article one of the nation's 
leading jurists, Chief Justice Arthur T. Vanderbilt of the New Jersey 
Supreme Court, discusses the constitutional concepts and legal philosophy 
which should delineate the proper sphere of Federal government. 


TAKING THE GAMBLE OUT OF PENSIONS 

The public utility industries have long taken the lead of American business 
enterprise in establishing and keeping up to date pensions for employees. 
In recent years, however, the inflationary spiral has placed all pensioners 
trying to live on a fixed income established during prewar price levels at 
decided economic disadvantage. What can be done now or in the future, 
or even retroactively, to "make whole" the faithful retired employee who 
sees his once valuable annuity dwindling in purchasing power to the point 
of bare subsistence? Geoffrey N. Calvert, a specialist in this field, has come 
up with an interesting and original proposal which both utility manage- 
ment and employees will want to consider carefully. 


IMPACT OF FPC RATE REGULATION ON NATURAL GAS 
PRODUCTION 
The economic consequences of the commission's treatment of natural gas 
production properties have a direct impact upon consumers. As a result of 
restricted cauiiion have pipeline companies been driven out of the pro- 
duction business, preferring an arm's-length supply instead of an economic 
penalty for developing their own reserves? Edward Falck, gas industry con- 
sultant of Washington, D. C., reviews this current controversial situation. 


A NEW REGIONALISM IN REGULATORY ADMINISTRATION 
Regional utility development should stress economic rather than the political 
approach. But it is often difficult to draw a clear-cut distinction with the 
new administration emphasizing the ‘decentralization’ approach. What 
is the outlook for future regulatory administration? Dr. Lincoln Smith, uni- 
versity professor and specialist in the field of regulatory administration, 
gives us an advance view. 


* 


A | sO... Special financial news, digests, and interpretations of court and com 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest fo public utility regulators, companies, 
executives, financial experts, employees, Investors, and others. 
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Identical — except the cost! 





SHouLD SOMEONE offer you an opportunity 
of buying a product or service at half the 
normal cost, we think you would be mighty 
interested in the details. 


Here is such an opportunity: 


When a bill analysis is made in your offices, 
it’s really a big project that may take weeks 
and weeks to complete. You may have to 
acquire and train a special clerical force. The 
overhead costs, too, are correspondingly big. 


P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 


On the other hand, when you turn over the 
task to us, we can complete the job for you 
in a much shorter period of time. That’s 
because we have automatic accounting equip- 
ment that’s especially designed for the pur- 
pose. You get identical figures—at half the 
cost! 


Would you like a copy of “The One Step 
Method of Bill Analysis?” We shall be glad 
to send you a copy which tells more about 
this efficient method. 


This Bill Frequency Analyzer—developed especially for | 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y.. 
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“There never 


was in the world two opinions alike.” 


—MONTAIGNE 





ARTHUR KAISER 
General manager, tax deparinent, 
Sears, Roebuck & Co. 


Excerpt from bulletin published 
by Northern Trust Company. 


BENJAMIN A. FAIRLESS 
Chairman of the board and 
president, United States Steel 
Corporation. 


LAWRENCE A. APPLEY 
President, American Management 
Association. 


Excerpt from 
Monthly Letter on Economic 
Conditions, published by 
National City Bank of 
New York. 


DonALpD R. RICHBERG 
Attorney. 
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“Socialistic reformers support public spending because 
the effects are immediately pleasant and in the end will 
work havoc with our economy.” 


a 


“The country should accept interference with the free 
market only with the greatest reluctance. . . . It is as 
necessary to guard our freedoms from within as from 
without, and it was never truer that eternal vigilance 
is the price of liberty.” 


* 


“Now our government has got to collect taxes, of 
course, and business ought properly to pay its fair share 
of those taxes, but let us remember that government does 
none of the work, provides none of the tools, takes none 
of the risks, and stands none of the losses.” 


¥ 


“Almost every family now has a television set. Soon 
they will begin wanting one for each room. They'll begin 
buying electric clothes driers and automatic dishwashers. 
Things now considered luxuries will become necessities, 
and that is what will keep production and employment 


up. 
¥ 


“Any type of government intervention in economic 
activity may end in the use of force. . . . One control 
leads to another. Once the principle of free bargaining 
and free markets is given up and the principle of com- 
pulsion adopted, the areas in which compulsion may be 
required widen. Rule of men encroaches on rule 
of law. The exercise of power in one place requires it 
to be exercised elsewhere.” 


> 


“The best hope of survival among the socializers today 
apparently lies in using pressure groups within both 
parties to advance socialistic programs gradually, and, 
by adroit compromising, to avoid arousing too much re- 
sistance until, bit by bit, the political morphine habit has 
taken hold, and a majority of the people no longer care 
for self-respecting independence but will sell their last 
threadbare garments of personal freedom for soothing 
promises of security.” 


12 
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Up, goes the volume of typewritten work 
produced in your office when you start 
using IBM Electric Typewriters. 

Up, too, goes the quality of the work .. . 
the neatness, clarity, and legibility of both 
originals and carbon copies. 

Down, go mid-morning slump and end of 
the day fatigue, with their slackened pace 
and costly errors. 
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TRADE MARK 


© Loithicy [ypoownitons 


INTERNATIONAL BUSINESS MACHINES 


These are the reasons so many companies are rapidly changing 
over to IBM Electric Typewriters. Isn’t it time you asked for a 
demonstration? For colorful brochure and demonstration, write 
IBM, Dept. D-1, 590 Madison Avenue, New York 22, N. Y. 
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Crawrorp H. GREENEWALT 
President, E. I. DuPont de 
Nemours & Company. 


Joun R. Lonce 
Governor of Connecticut. 


Lewis W. DoucGLas 
Former Ambassador to 
Great Britain. 


O. R. JEsNEss 
Economist, University of 
Minnesota. 


Perry M. SHOEMAKER 
President, Delaware, Lackawanna 
& Western Railroad Company. 


WruiAM WHITE 
President, New York Central 
System. 
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“Our future, like our past, will be the creation of our 
people, guided by principles that have withstood the test 
of time and change. Given the encouragement and the 
opportunity, personal achievement will continue to exceed 
all expectations, as free people have demonstrated through- 
out history.” 

2 


“There is no reason why business should be wantonly 
deprived of large segments of its independence. There 
is no reason why business should have been blamed for 
every economic setback since 1929. And what a travesty 
that business should be cursed for its bigness by repre- 
sentatives of a government which, itself, made a virtue 
of bigness.” 

¥ 


“The one type of inflation which has caused the most 
permanent damage to society is the type which has its 
root in loose public fiscal policy—extravagance in the 
use of public credit and the public moneys. This type 
of inflation generally appears only after a protracted 
period of mismanagement of public finances and a sub- 
stantial growth in the public debt.” 


> 


“Some persons seem to think that government possesses 
some magic wand which it only needs to wave in order 
to bring about abundance. They fail to realize that the 
means available to the government originate with the 
productivity of the people. None of us should permit 
our eagerness to share in the national income lead us 
to forget our obligation to provide our share of that 
income.” 


* 


“Too many people within the industry assume we are 
indispensable, and too many people without the industry 
—including some substantial users of transportation— 
assume we are not.... We have the choice of letting this 
industry drift further down the road to socialization, 
pushed by many of our fundamental problems, or choos- 
ing to outlaw defeatism and reassert our determination 
to achieve healthy, prosperous, publicly respected—and 
needed — railroads under our private enterprise profit 
system.” ’ 


¥ 


“Antiquated laws regulating the railroads are depriv- 
ing our stockholders and bondholders of an adequate re- 
turn on their $26 billion investment in the nation’s rail- 
roads. To permit this situation to continue works not 
only to the disadvantage of our investors, but also our 
employees, shippers, and the general public. When this 
mutuality of interest is understood by all groups, we 
anticipate that Congress will recognize the inherent danger 
of a national transportation policy that could lead to 
nationalization of the railroads, and eventually to other 
important segments of our economy,” 
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...- Obviously, a combination of tortoise and hare 
and also a good example of how Sorg works. We 
have to be fast and we have to be thorough because 
our clients must have quality, whatever the deadline. 


Specialists in all types of financial, corporate and 
legal printing, Sorg has had over 30 years’ experi- 
ence in handling the whole job...from design 
through composition, printing, binding, mailing. 
We're available 24 hours a day in the interests of 
producing fine, accurate printing with, when neces- 
sary, utmost speed. 


vole london Attociote 
mcCORMICK and HENDERSON, Inc. The LEAGRAVE PRESS, Ud 





The work of this department covers the utilities 
industry, both public and private. It embraces 
an extremely wide field of engineering, which 
more specifically includes: system planning, 
design and supervision of construction of steam 
power plants, transmission lines, distribution 
systems, substations, inspections and expe- 
diting, appraisals, depreciation studies, cost 
analyses, rates, contracts, property records, 
reports, general consulting services, and testi- 
mony before various commissions. 


Peter F. Loftus 
Corporation 
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Here is... 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 





Here is an unusually comprehensive discussion of stea 
power plant machinery from the standpoint of constructis 
of the various types of equipment, their performance ch 
acteristics, ecgnomics, and integration in the complete play 
The book provides engineering data on the design of th 
equipment, a knowledge of the economics of the efficient pla 
and considerable information that will be of value in probler 
of the selection of equipment suitable for various pu 


Just Out—4th Edition 


STEAM 
POWER 
STATIONS 


By GUSTAV A. GAFFERT 


Mechanical Engineer and Partner 
Sargent and Lundy, Chicago 


The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 
more difficult subjects to the goal—complete inte- 
gration of all machinery.” 


Retaining the same general plan and organization which 
tributed so to the success of the previous editions, the pres 
edition of this practical book follows an especially 

hensive approach in dealing with power plant machine 
After outlining the equipment of a power plant, the be 
shows how each piece of apparatus or equipment is 0 
structed, then presents its performance characteristics, a 
finally discusses economic and other factors of its integratio 
with other major and minor machinery. A glance at th 
chapter headings will indicate how thoroughly the book cove 
the various elements of the steam power generating plant 


627 pages, 6 x 9, 432 figures, 43 tables, 
$8.00 





See what help you can get from 
these features of the Fourth Edition 


@ includes steam and heat rates for pre- 
ferred standard steam turbines of 11,500, 
15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities 


@ there is latest data on cyclone firing, 
pressurized furnaces, axial flow fans, and 
extraction cycle technique—material us- 
ually available only through the consult- 
ing engineer 


CONTENTS: 

14. Superheaters and 
Reheaters 
Fuel-burning Equipmen 
Ductwork and Piping 
Draft System 
Coal and Ash Handling 
Pumping Equipment 
Steam-station Costs 


. Introduction 

. Equipment of a Power 
Station 

. Steam Engines 

. Steam Turbines 17. 

. Heat Transfer 18. 

. Condensers 19. 

. Feed-water Heaters and 49 
Evaporators P 


N= 


15. 
16. 


@ the chapter on station design has been 
revised with more emphasis on central- 


ized control and outdoor stations 


@ includes a more complete discussion 
of cooling towers and modern reheat 
cycles, and an up-to-date discussion of 
the practical application of the mercury 
cycle 


. Feed-water Treatment 
. Fuels and Combustion 
. Steam-generating Units 
. High-pressure and 
Binary-cycle Boilers 


=m OO NAW RW 


hl 


. Economizers and Air 
Heaters 


—- 
wn 








21. 
22. 


. Dust Collectors 3. 
24. 


25. 


Load Curves and Plant 
Location 

Selection of Prime Mov 
ers and Steam-genertt 
ing Equipment 

Cycle Arrangement 

Binary Vapor Cycles 

Station Design 


Pusiic UTILITIES FoRTNIGHTLY 
Wasuinorton 4, D. C 


Munsey BuILpDING 
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FACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
A TS 
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Here is... 


authoritative help 
for your problems in 


t 


power plant work 








CENTRAL STATIONS 


A complete manual of central station 
theory and practice 


HIS BOOK GIVES THE ELECTRICAL MAN the 

self-study material needed to advance himself in central sta- 
tion work. In a plain, detailed way, the author covers the how 
and why of the generation, transmission, and distribution of elec- 
trical energy, including scientific fundamentals, design factors, 
central station set-up, etc. A practical guide, with numerous 
illustrations from practice, for all who require a workable under- 
standing of this subject. 

This edition retains the practical treatment of the earlier 
editions, but includes considerable new material relating to devel- 
opments in the field, turbines, the network system, lightning 
protective apparatus, description and illustrations of a number 
of types of voltage regulators, etc. 

By TERRELL CROFT, Consulting Electrical Engineer 


Revised by GEORGE H. HALL 
Third edition, 360 pages, 51.x8, 285 illustrations, $5.50 
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AUXILIARIES AND ACCESSORIES 


How to select, install, operate, and maintain steam 


power plant auxiliaries and accessories 
HIS FACT-PACKED MANUAL DEMONSTRATES 


the wisest selection of steam power plant equipment, and the 
methods of installing, maintaining, and operating it that will 
insure generation of power at the least cost. The book describes 
the facts you need to know about each piece of equipment in 
clear-cut detail. 534 excellent drawings, diagrams, charts, tables, 
and photographs illustrate the equipment in use in this field. 
The data presented on pumps, boiler-feeding apparatus, prob- 
lems of feed-water heating, condensers, steam piping, etc., enable 
you to cut losses and upkeep expenses to a minimum. Included 
also is valuable information to help you solve the problems of 
preventing losses in steam piping systems. 
TERRELL CROFT, Editor, Consulting Engineer 
Revised by D. J. DUFFIN, formerly at Consolidated Edison Co. of 


N. Y. and National Research Council, Washington, D. C. 
Second Edition, 583 pages, 5Y,x8, 534 illustrations, 7 tables, $6.50 








Contents 


Pump Theory and Calculations 

Reciprocating Pumps 

Centrifugal and Other Impeller 
type Pumps 

Injectors 

Methods of Boiler Feeding 

Feed-water Heaters, Deaerators, 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$40,000,000 


Consolidated Edison Company 
of New York, Inc. 


First and Refunding Mortgage Bonds, 342% Series I, 
due February 1, 1983 


Dated February 1, 1953 


Price 102U% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
BEAR, STEARNS & CO. DICK & MERLE-SMITH GLORE, FORGAN & CO. 
LADENBURG, THALMANN & CO. L. F. ROTHSCHILD & CO. WERTHEIM & CO. 
BACHE & CO. BAXTER, WILLIAMS & CO. R.L. DAY & CO. HIRSCH & CO. 
NEW YORK HANSEATIC CORPORATION AUCHINCLOSS, PARKER & REDPATH 
WILLIAM BLAIR & COMPANY J.C. BRADFORD & CO. COOLEY & COMPANY 
E. F. HUTTON & COMPANY JOHNSTON, LEMON & CO. KEAN, TAYLOR & CO. 
WM. E. POLLOCK & CO., INC. SCHWABACHER&CO. VAN ALSTYNE, NOEL & CO. 


February 18, 1953 
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In less than 1/3 second an American Re- 
ceiptor: marks receipt paid; marks receipt 
with company names; marks both receipt 
and stub with location no., teller no. and 
date; severs stub from receipt. It’s fast, it’s 
accurate and IT’S SAFE! All marks are 
made by perforations, so they are always 
legible . . . so they can never be changed. 
Let us show you how an American Auto- 
matic can improve receipting efficiency and 
avoid receipting errors for you. 


SEND THE COUPON TODAY! 


merican 


PERFORATORS ... SINCE 1910 


Sales and Service in Principal Cities 


THE AMERICAN PERFORATOR CO. 
631 W. Jackson Bivd., Chicago 6, Ill. 


Please send literature, prices and list of users of the 
American Receiptor. 


Company 
Address. 
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Let Dr. James F. Bender, 
noted authority on human 
relations, show you... 


10 WAYS 
to develop 
executive 
leadership 
qualities 


it 


HE ART OF BEING A LEADER 

is the foremost secret of successfy 

men. Without this key to success yo 

can have great ability and education and still only 

reach average success. With this key, you can at 

tain far better-than-average success with only slight 

ly better-than-ordinary ability. To help you develop 

and improve executive leadership qualities, Dr 

James F. Bender has written a practical, down-to 

earth guidebook in which you will find a detailed 

discussion of the 10 most important factors fo 
building real leadership ability. 


The Technique of 
Executive 
Leadership 


By JAMES F. BENDER 
291 pages, 5!/2x8, $4.00 


HATEVER YOUR JOB, 

this book will help you 
achieve or maintain a position 
o€ executive leadership. You 
will find the accent on the 
practice rather than on the 
theory of leadership. It con 
tains many helpful sugges 
tions growing out of Dr. Bend- 
er’s years of work with ex 
ecutives. And, in order that 
you oe compare yourself 
with others in the traits of 





10 interesting chap- 

ters explaining the 

10 ways to bring out 

leadership qualities 

1. Analyze Yourself 

2. Streamline Your 
Mind 


3. Be a Pleasant Boss 
4. Grow as a 


5. 
6. 


8. 
9. 
10. 





Speaker 
Improve Your 
Reading Habits 


Master the 
Interview 


- Conduct Excellent 


Conferences 

Be a Good 
Psychologist 

Get the Most Out 
of Your Physique 
ey Tuned to 


Leadership 











leadership, the book contains 
21 quizzes to help you analyze 
_—— and your capabilities. 
lere, truly, is a golden op- 
portunity for ambitious men 
and women who seek responii- 
ble positions and the high 
pay that goes with them. With 
this guidebook at hand, you 
can ready yourself—business 
and personality-wise—for the 
first opening that comes alons 
calling for someone with th 
knack of getting along 
with others, and bearing 
well under heavy responsibil 
ties. 
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New International R-120 Series with special service-utility bodies. GVW ratings from 5,200 to 6,200 Ibs. 115 and 127 inch wheelbases. 


EW INTERNATIONAL TRUCKS 


WILT os only WA con build them 


The 168 basic New International models embody 
the engineering principles, used in International’s 
continuing program of truck research and devel- 
opment, that have resulted in hundreds of exclu- 
sive International features that have meant 
greater profits for truck buyers. 


PROVED as only WA can prove them 


The 307 features in the New International Truck 
line have been proved in the world’s most advanced 
Truck Engineering Laboratory; proved again at 
International Harvester’s 4000-acre desert Proving 
Ground at Phoenix, Arizona. 


VALUE only WA can give you 


The New International Trucks offer an un- 
matched combination of values—the right truck for 
the job, unequalled performance, lowest mainte- 


nance and operating costs, maximum driver com- 
fort and safety. 


Now —the features you want— 
in America’s most complete truck line 


New International styling identified by the IH emblem 
. - » Exactly the right power for every job. First truck 
builder to offer choice of gasoline or LP gas with Un- 
derwriters’ Laboratories listing in 14-ton sizes and 
other models. . . Designed by drivers for drivers. Comfo- 
Vision cab with one-piece Sweepsight windshield. 
New comfort and interior styling . . . Steel-flex frames 
proved best in the field . . . Transmissions to meet any 
operating requirement . . . 296 Wheelbases ranging 
from 102 inches up . . . Easy starting and greater fuel 
economy -.- Wide range of axle ratios for all models 
.++Real steering comfort and control. . . Sizes from %4- 
ton to 90,000 lbs. GVW rating. 


NOW —See The New IH-Built, IH-Proved International 
Trucks at your nearest International Dealer or Branch. 


INTERNATIONAL HARVESTER COMPANY * CHICAGO 


international Harvester Builds McCormick Farm Equipment and Farmall Tractors ...Motor Trucks...industrial Power...Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL TRUCKS 


Standard of the Highway 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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a ELTA-STAR Group Operated Switches 
plus DELTA-STAR Operating Mechanisms 


“F =a 
Design features, exclusive with Delta-Star switch mechanisms, Set Serey 

: ° ° ® ® : Slug Pierced 
assure easy and rapid switch synchronization which will re- T-Head From Pipe 
main in adjustment permanently. Levers, clevises and other 
fittings cannot slip regardless how hard or how frequently 
switches may be operated. You will appreciate the operating 
ease and low installation cost of Delta-Star outdoor switches 
equipped with these efficient mechanisms. Twenty years of 
satisfactory service, under all climatic and atmospheric con- 
ditions, attests to their ruggedness and wide acceptance 
by the industry. 




















levers are adjustable to the exact angle desired throughout 360- 

degrees cround the bearing—can be installed or removed without 
disturbing rotating insulator. (See lower right illustration 

Clamp type, non-slip forged-U-bolt fittings with self-piercing set 

screws eliminate threading and drilling of pipe —available in a wide 
variety of units to make up complete mechanisms 

Self-piercing set screws actually punch out the pipe to provide a posi- 

tive key —adjustment will not drift. (See upper right illustration 
oe and control bearings have greaseless non-rusting ball bearings 

—insure free operation under all weather conditions 


eit adjustment—permits quick and precise synchronization of 
group operated switches. 


Adaptable to any switch position or arrangement with standard 
mechanism parts. 
Adjustment can be repeated 
eight times around the 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR bearing. 


DELTA-STAR ELECTRIC DIVISION 


H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES Conn eo 
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This announcement appears as a matter of record only and is under no circumstances to be construed as an 
offering of these securities for sale, or as an offer to buy, or as a solicitation of an offer to buy, 
any of such securities. The offering is made only by the Prospectus. 


NEW ISSUE 


358,045 Shares* 


South Carolina Electric & Gas Company 


Common Stock 


(Par Value $4.50 Per Share) 


*The Company has issued Warrants, expiring on March 4, 1953, to holders of its 
Common Stock evidencing rights to subscribe for these shares at the rate of 1 
share for each 7 shares held of record at the close of business on February 18, 
1953, with the privilege of subscribing for additional shares subject to allotment, 
as more fully set forth in the Prospectus. 


Subscription price to Warrant Holders 
$12 per Share 





Before and after the expiration of the Warrants, the several underwriters may 
offer and sell shares of Common Stock pursuant to the terms and conditions 
set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 


Kidder, Peabody & Co. 


February 19, 1953. 
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UP AND OVER —the Champ delivers the goods 


How public utilities are saving money in coal handling 


America’s mightiestcrawler, the International TD-24 — reverse up to 7.8 m.p.h. with hydraulic shift up or 

and bulldozer, handles big loads—as much as 10 _— down one gear without declutching. 

tons at a single pass—and handles them fast. You Planet Power Steering—gradual turns, pivot 

get more loads per shift at the lowest cost per ton. —_ turns, turns with power on both tracks—hydrauli 
Only the TD-24 has the power and performance to —_cally controlled for easy handling and more pro- 

set new coal-handling records with bulldozers or — ductive work. 

scrapers. Here's why: See it yourself. Contact your International Indus 

More drawbar horsepower than any other trial Distributor, and see for yourself what this 

crawler—148 maximum drawbar horsepower. tractor of tractors will do ! 

Easy, all-weather starting—saves working 

minutes each day. INTERNATIONAL HARVESTER COMPANY 


Fastest crawler—eight speeds forward and eight CHICAGO 1, ILLINOIS 


INTERNATIONAL 4 POWER THAT PAYS 
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Public Utilities Advertising Association, Region 5, begins meeting, Richmond, Va., 1953. 





ng ytd Commerce of the United States begins board of directors meeting, Washing- 
ton, D 53. 





{ New England Gas Association will hold meeting, Boston, Mass., Mar. 26, 27, 1953. 





Oklahoma Utilities Association will hold convention, Tulsa, Okla., Mar. 26, 2 
1953. 





National Association of Corrosion Engineers begins convention, Chicago, Ill., 1953. 





{ Mid-West Gas Association will hold annual convention, Colorado Springs, Colo., Mar. 


30-Apr. 1, 1953 





Pacific Coast Gas Association, Technical Sec —_ begins joint conference on customer 
service and accident prevention, Fresno, Cal., 1953. 





Edison Electric Institute, Industrial Relations Committee, begins meeting, New York, 
nH. 3 


” 





American pA ater Works Association, Illinois Section, ends 3-day annual meeting, Chi- 
cago, Iil., 1953. 





Edison Electric Institute will hold annual sales conference, Chicago, Ill., Mar. 30-Apr. 
53. 





Towa Independent paren Association will hold annual meeting, Des Moines, £5) 
Iowa, Apr. 7, 8, 1953. 1 





American Society of Metals begins congress and exposition, Los Angeles. Cal., 1953. 
Southeastern Electric Exchange begins annual convention, Boca Raton, Fla., 1953. 





Nebraska Telephone Association begins annual convention, Lincoln, Neb., 1953. 














Pacific Coast Gas Association, Sales Suan, ends 2-day commercial and industrial sales 
conference, Los Angeles, Cal., 1953 
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Courtesy, Utah Power & Light Company 


Bringing Television over the Mountains 
Line crews taking electricity to skyline peaks to aid TV transmission. 
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Utility Rates Must Recognize 
Dollar Depreciation 


Are regulated public utility industries in danger of being ruined 

by a long-range erosive process caused by strict application of 

cost standards to rate making? Here ts a warning that the appli- 

cation of accounting formulas in the determination of supposedly 

fair rates of return on investment is wholly inappropriate to 

even its avowed purpose, in periods when the value of the 
dollar has rapidly and substantially depreciated. 


By WILLIAM A. PATON anp HOWARD C. GREER* 


N the midst of what passes for 
prosperity, America is presently 
threatened by a danger so new and 
unfamiliar that it is still merely felt 
rather than understood, sensed rather 
han comprehended. The nation has 
passed from an era when incomes were 


plentiful into an era when incomes are 
igh but many goods and services are 
becoming steadily scarcer, In commer- 


* personal note, see “Pages with the 
ors,” 
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cial parlance the transition has been 
from a buyers’ market to a sellers’ 
market, but the implications of the 
change are far more profound than 
these simple terms suggest. 

This new condition is vaguely dis- 
turbing to the general public, but the 
nature of the problem is imperfectly 
appreciated. People realize that today 
it is easy for anyone to get a job (and 
a well-paid job, at that), or to obtain 
some sort of government subsistence 
allowance (if working is distasteful or 
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unremunerative) ; only the oldsters re- 
call that this is in marked contrast 
with conditions of a generation ago. 
People realize, too, that many types of 
goods and services are hard to come 
by (e.g., apartments, telephones, ur- 
ban transportation, household help, 
and building repair) ; few remember 
when such commodities were plentiful 
and easily obtained. 


HESE conditions, of course, are 

the essence of an economy in 
which inflationary influences are per- 
sistently predominant, as they have 
been in America throughout the past 
twenty years, and during most of the 
twenty years before that. The average 
citizen thinks of inflation as merely a 
condition in which prices go up and 
money loses value—and too often 
thinks also that control of prices will 
achieve control of inflation. He rarely 
appreciates that when there is “too 
much money chasing too few goods” 
it means that money has become rela- 
tively easier to obtain than the eco- 
nomic wealth it once represented, and 
that, like fabled King Midas, he faces 
the problem, not of turning goods into 
gold, but of exchanging gold for 
goods. 

The completeness of the public in- 
comprehension of the problem is mani- 
fested by the nature of the popular 
demands for ameliorative measures. 
The average citizen has been convinced 
(with some aid from ignorant or cyni- 
cal political leaders) that his situation 
will be relieved if his suppliers can just 
be compelled by law to stop charging 
him so much. He is wholly oblivious to 
the hard truth that lower prices will 
not enable him to buy more things 
with his existing income, as long as 
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there are no more things to be bought. 
He has little appreciation of the fact 
that his ability to expand his purchases 
can be enhanced only by expanding 
the supply of what he desires, and that 
if this occurs prices will promptly ad- 
just themselves without any govern- 
ment interference. 


"|, ee youngster, with his career 
as a worker bottomed on a gov- 
ernment-supported education, flanked 
with government-administered insur- 
ance against unemployment, accident, 
and ill-health, and capped with the 
promise of government-endowed old- 
age benefits, riding home in his pri- 
vate automobile on Friday afternoon, 
with a $70 pay check, earned by forty 
hours of work in comfortable and 
sanitary surroundings, gripes unceas- 
ingly at finding the cost of a beefsteak, 
or a haircut, or a movie, higher than 
it was when grandpa supported the 
family on $15 a week, earned from 
sixty hours of back-breaking toil. He 
does better for himself than grandpa, 
better even than most of grandpa’s 
bosses, but is far from satisfied. 

What he finds hard to accept is 
that, to do better still, he (and all his 
fellows) must concentrate on the real 
source of an improved position. What 
he must have, to do better, is more 
goods to buy, not just more money to 
buy them with. He will get no help 
from government-ordained _ prices, 
which may look superficially attrac- 
tive, but which actually restrict rather 
than encourage the increased flow of 
all the items contributing to his ma- 
terial welfare. 

In the case of ordinary articles of 
commerce the consistent (and in- 
evitable) failure of measures to con- 
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trol prices gives hope that such schemes 
will eventually fall of their own 
weight. Their demonstrable ineffec- 
tiveness and absurdity should ulti- 
mately deprive them of their appeal 
to even the unthinking voter and the 
unscrupulous politician, 


f peers is an area, however, in 
which price control has become 
so firmly established as to be consid- 
ered sacrosanct—that of public utility 
rate regulation. Tradition, plus propa- 
ganda, make it unthinkable that prices 
of transportation, communication, 
power, water, etc., could go unregu- 
lated. 

If it is too much to hope that such 
control can ever be entirely eliminated, 
it is still permissible to pray for a re- 
orientation of regulatory policy that 
will recognize the real nature of to- 
day’s problem and the new philosophy 
necessary to deal with it effectively. 
This new approach is necessary, not 
just in the interests of investors and 
managers, but of consumers and the 
nation as a whole. 

When grandpa struggled to keep 
the family housed, clothed, and fed on 
$15 a week, it was a matter of real 
concern whether carfare was a nickel 
or four tickets for a quarter. When 
cotton sold for 5 cents a pound, a 10 
per cent increase in the rate for rail 


transport to market meant a lot more 
than in today’s 40-cent cotton market. 
When the acme of household luxury 
was a few dim electric lights in place 
of oil lamps and candles, the price of 
current certainly caused more legiti- 
mate domestic worries than in today’s 
era of electric irons, toasters, washing 
machines, and freezers. 


| erent the control of utility rates 
should wear a different countenance 
when the maximum of service, rather 
than the minimum of cost, has become 
the prime desideratum. What do 
householders worry about today—the 
size of the monthly phone bill, or the 
promptness with which they can get a 
telephone installed? What slows up 
the purchase of gas space heaters— 
the price of gas, or its availability? 
Which most seriously handicaps sub- 
urban living—the cost of the monthly 
commutation ticket, or the shrinking 
amount and quality of suburban train 
service? 

The inescapable fact is that utility 
rates in general are so unjustifiably 
low that they stimulate more consump- 
tion than can be provided by available 
facilities, retarding the expansion of 
the services avidly sought by consum- 
ers, and hampering the full enjoyment 
of what could be supplied if charges 
were more nearly in line with today’s 


e 


low but most goods and services were plentiful into an era 


q “THE nation has passed from an era when incomes were 


when incomes are high but many goods and services are 
becoming steadily scarcer. In commercial parlance the 
transition has been from a buyers’ market to a sellers’ mar- 
ket, but the implications of the change are far more pro- 
found than these simple terms suggest.” 
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price level. Where the restriction of 
rates has been accompanied by the 
growth of competing services, subject 
to more favorable regulation, or none 
at all, the usual result has been the 
eventual deterioration or collapse of 
the utility, or its transfer to govern- 
ment operation, to the inevitable detri- 
ment of its patrons as well as its own- 
ers and creditors. This is an unduly 
heavy price to pay for freeing a larger 
share of the consumer’s dollar for 
such dubious benefits as more frequent 
visits to mom’s beauty parlor, or larger 
monthly instalments on pop’s television 
set. 


HE purpose of this article is to 

advance the following conten- 
tions, which stem from the circum- 
stances above outlined: 


(1) That the primary concern of 
consumers, with income enlarged by 
inflation, is rapid, unhampered flow of 
goods and services. 

(2) That both consumer and pro- 
ducer interests, especially in the utility 
field, are really damaged by artificial 
repression of prices below their natural 
levels. 

(3) That utility rate regulation has 
developed principles and practices, as 
demonstrated by the experience of 
most utilities, that are out of tune with 
our entire economy as affected by 
present-day forces. 

(4) That the use of accounting for- 
mulas in fixing a “fair” rate of return 
on investment, does not even serve its 
avowed purpose during inflation, 

(5) That regulation needs a new 
approach, to safeguard our present 
business-managed utility industry and 
insure future benefits of dynamic man- 
agement and investment. 


\ 7 1.x the generalities of the situa- 
tion obviously merit greater 
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elaboration, the focal point of this 
particular discussion is properly the 
utility rate problem. In its considera- 
tion some attention may be profitably 
given to such subjects as the follow. 
ing: 

Requisites of private ownership in 
the utility field. 

Effects of past regulation of trans- 
portation, communication, and power 
utilities, 

Influence of accounting formulas in 
rate determination. 

Distortion of traditional accounting 
measurements during inflation. 

Essentials of sound rate-making 
philosophy. 

The prime objective of the discus- 
sion is an exposure of the inadequacy 
and inappropriateness of arbitrary ac- 
counting formulae in the establish- 
ment of rates during periods of infla- 
tion, if not at all times. To highlight 
the seriousness of the problem, a brief 
review of the results of rate regulation 
during the past half-century may be 
instructive. 


Private Ownership 


i a discussion of public utility regu- 
lation is to be at all fruitful it is 
necessary as a first step to make clear 
the premises on which the discussion 
is based. In this article the position is 
taken, as a foundation stone, that it is 
highly desirable that private owner- 
ship and management be continued in 
the utility field, indefinitely. 

In other words, the writers are not 
in favor of programs or policies that 
foster a continuing deterioration and 
erosion of the incentives and factors 
necessary to successful private opera- 
tion. Thus we are in fundamental dis- 
agreement with those who by either 
frontal attack or a masked approach 
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Repression of Venture Capital 


sey is perfectly plain that venture capital will not embark on any 
undertaking if the best that can be hoped for is a niggardly 
return, while the worst that must be apprehended is the loss of the 
investment. There must be at least occasional opportunities for gen- 
erous returns, both in the form of dividends and of retained capital 
accretions, to make equity investments attractive.” 





seek to push the electric power com- 
panies and other utilities into some 
form of governmental ownership, and 
we are equally at odds with the 
“friends” of private enterprise who 
go along, unwittingly, with the state 
socialists. 

In the second place, we recognize 
that all of the privately owned public 
utilities (with the term broadly used 
to embrace all enterprises in the fields 
of transportation, communication, 
power, water, etc.) are risk businesses. 
The regulatory process has not in the 
past, and does not contemplate for the 
future, guaranteeing to the owners a 
particular level of earnings, or any 
earnings. 

Utility revenues are generally rela- 
tively stable, but that does not mean 
that they are not subject to fluctuation. 
A glance at the record of almost any 
utility company will make it clear that 
revenues can fall as well as rise. Cus- 
tomers are not compelled to retain 
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their telephones, or to keep all their 
electric lights turned on, or to ride in 
public conveyances. 


A far as expenses and taxes are con- 
cerned, the utility operates with- 
out any special privileges or protec- 
tion whatever; it buys materials and 
services on the same market as does 
the nonutility business, and in general 
it has no advantages taxwise. When 
it comes to raising capital the utility 
must compete for funds on the open 
market with nonutility enterprises. 
The utility, moreover, is by no means 
immune from the impact of techno- 
logical change. In sum, the utility 
company operates in the real world of 
business and financial risk, not in a 
walled-in pasture where nothing can 
go wrong. 

The mistaken notion that private 
utility operation involves no serious 
risks has become increasingly evident 
in regulatory circles, fostered in part 
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by the rapid growth in volume of busi- 
ness in some of the major utility 
fields, and in part by overemphasis on 
the supposedly monopolistic advan- 
tages enjoyed by the utilities. Reve- 
nues in many cases have increased 
greatly, it is true, and this has been a 
lifesaver to the companies, but it is 
highly unrealistic to assume that this 
condition will continue indefinitely, 
with no substantial setbacks. 

With respect to the matter of mo- 
nopoly position it should be noted, 
first, that restriction of competition 
does not in itself guarantee either vol- 
ume of business or net earnings. 
Moreover, the degree of monopoly in- 
volved is often greatly exaggerated. 
The railways, certainly, have long 
faced active competition from other 
means of transportation; there is un- 
derlying competition between the elec- 
tric power and gas businesses, and 
both must meet the pressure of pro- 
ducers of still other forms of power; 
even in the communication field there 
are alternative means available—wire 
versus wireless, teletype versus tele- 
gram, etc. 


_ follows that a utility enterprise 
requires a substantial amount of 
venture capital, equity money; the 
utilities, like other private business 
concerns, cannot operate exclusively 
on borrowed funds. Just what form 
of capital structure is ideal — either 
for the particular company or as a 
standard in a particular utility field — 
is of course debatable, and it is not 
necessary to explore this matter in de- 
tail here. The point needs to be empha- 
sized, however, that the financial prob- 
lems now faced by the utilities cannot 
be solved by thinning the existing 
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equities of stockholders through bor- 
rowing. There is ample evidence in 
the history of the railways and else. 
where of the danger resulting from 
an overload of debt, and there is good 
reason for holding that the use of 
senior securities in utility financing 
has been overworked in recent years, 

At the present time there is an acute 
need for an increasing flow of com- 
mon stock money to maintain sound 
capital structures, and it seems clear 
that such flow will not be forthcom- 
ing unless there is a material change 
in the regulatory climate. This is a 
serious matter for private enterprise, 
as the only alternative to the required 
cushion of venture money is the tax- 
ing power of government. 

The Communist, Comrade Lenin, is 
reputed to have said that the sure way 
to destroy Capitalism, without firing 
a shot, is persistent debauching of the 
currency. He might equally well have 
said that private enterprise can be ef- 
fectively destroyed, and supplanted by 
government operation, by making the 
position of risk capital untenable. A 
long stride in this direction already has 
been taken in the utility field. 


r is perfectly plain that venture 
capital will not embark on any un- 
dertaking if the best that can be hoped 
for is a niggardly return, while the 
worst that must be apprehended is the 
loss of the investment. There must be 
at least occasional opportunities for 
generous returns, both in the form of 
dividends and of retained capital ac- 
cretions, to make equity investments 
attractive. 

In the utility field, as elsewhere, this 
is essential to the public as well as to 
the investor. Prosperity is necessary 
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for growth and development, which 
in turn are necessary for improved 
and expanded service. The impover- 
ished enterprise constructs no new fa- 
cilities, offers no new products, dreams 
no dreams of bigger and better public 
service. Reliance on government for 
such undertakings is a poor substitute 
for exploitation of the advantages of 
profit-stimulated private enterprise. 


Rate Regulation in Theory and 
Practice 


i be general theory of rate regu- 
lation has been that charges made 
by utilities for their services should be 
no greater than an amount necessary 
to provide a “fair return” on the capi- 
tal employed. Extending this stated 
principle, most regulatory agencies 
have avowed an intent to permit earn- 
ings sufficient to attract to the subject 
enterprise the additional capital neces- 
sary for expansion and improvement 
of the service to meet public needs. 
While these basic principles exude 
an odor of plausibility, there is ample 
evidence that their practical applica- 
tion has been wholly inappropriate to 
the stated objectives. Returns to in- 
vestors in numerous classes of utilities 
have been much less than “fair.” The 
attraction of new equity capital has 
become impossible in several fields, 
increasingly difficult in others. Many 
enterprises have collapsed, and their 


services have either been abandoned, 
or are being continued under heavily 
subsidized government operation. 


Traction Systems 


come with urban transit, and ob- 
serve its hundred-year metamor- 
phosis from the horsecar, through the 
electric streetcar, to the trolley bus and 
motorbus. What has happened to the 
investor, the passenger, and the public 
at large? 

In the last half of the nineteenth 
century the growth of cities paralleled, 
and was made possible by, the devel- 
opment of urban transit systems. Fifty 
years ago nearly every urban dweller 
was a regular patron of the car line. 
No vehicle was more prominent than 
the streetcar, no experience more uni- 
versal than the daily payment of car 
fare. The amount of the fare, and the 
profits of the traction company, were 
a conspicuous target for political at- 
tack. 

Through rate restrictions and fran- 
chise requirements most cities suc- 
ceeded in making their local traction 
systems either unprofitable or barely 
self-supporting. By the time the paved 
street and the private automobile had 
begun to provide serious competition, 
the streetcar companies were hanging 
on the ropes, before the opponent got 
into the ring. As evidence of the dis- 
favor of investors for such enterprises, 


e 


many superficial evidences of fair health, but a careful 


q “THE private power business is still rolling along, with 


diagnosis shows a condition that is unsound and is bound 
to result in severe illness or death if proper remedial action 
is not taken. Apparently many regulatory bodies are un- 
willing to apply any remedy as long as the patient is still 
breathing, but this is not enlightened price control.” 
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no later than the early twenties elec- 
tric power companies with traction 
affiliates were lauding their prospec- 
tuses with assurances that their earn- 
ings had little dependence on street 
railway profits. 

The ensuing chapters constitute an 
extended and painful history of de- 
teriorating service, obsolescent ve- 
hicles, laggard extensions, retarded 
improvements, political wrangling, 
bankruptcy, reorganization, public 
subsidy, and eventual government 
seizure, the latter followed by in- 
creased charges, further service cur- 
tailments, and (often) heavy drains 
on tax revenues. In consequence, the 
average publicly operated urban trans- 
it system today furnishes much poorer 
service, at considerably higher relative 
cost, than its privately operated pro- 
genitor of a half-century ago. 

It is easy to blame the demise of 
urban transit systems on the private 
automobile. The truth is that the trac- 
tion companies never had an unham- 
pered opportunity, or an encouraging 
climate, in which to meet that chal- 
lenge. Urban transportation authori- 
ties are agreed that mass transporta- 
tion in congested areas cannot be suc- 
cessfully furnished by private automo- 
biles (or other vehicles) using or- 
dinary city streets. The appalling traf- 
fic conditions in every large city give 
mute testimony to the shortsightedness 
of the hostile regulation which de- 
stroyed the private rapid transit sys- 
tems. 


Railroads 


. has always been popular to de- 
nounce railroad rates, service, man- 
agement, and financing. Keeping rail- 
road owners from making too much 
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money has been a long-term endeavor 
of the public authorities—national, 
state, and local. After proclaiming the 
thesis of a fair return of not more 
than 6 per cent on the value of the 
properties, the regulatory bodies have 
successfully held the average down to 
around 4 per cent on a capital valua- 
tion now admitted to be only a frac- 
tion of the current reproduction cost 
of the facilities employed. 

The results are all too apparent. 
Railroad mileage has been steadily 
shrinking for several decades. Em- 
ployment opportunities in the industry 
are diminishing in number and attrac- 
tiveness. Much of the physical plant is 
obsolete, nearly all of it inadequate 
for modern transportation require 
ments. No new equity capital has been 
obtainable, on any reasonable terms, 
for more than twenty years. During 
the depression of the thirties two- 
thirds of the country’s railway mile- 
age was in bankruptcy. Today’s equity 
owners are principally the residuary 
legatees of the former purchasers of 
supposedly gilt-edge mortgage bonds, 
used to finance the comparatively 
cheap construction of the era prior to 
World War I. 


yeu it is popular to blame the 
transport agency’s troubles on 
new competition—trucks, busses, air- 
planes, barge lines, etc. But what might 
be the condition of the rail transporta- 
tion industry if in its heyday it had had 
the opportunity for large profits and 
expanding surpluses—some fat on its 
bones, and the prospect of something 
more than a pauper’s diet in coming 
years? What might be the character 
of the railway plant and its services if 
it had available for investment the 
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No Return to the Prewar Dollar 


¢6¢ PDePpuGNANT though the admission be, it is now generally conceded 

that it would be undesirable to undertake a restoration of the 

earlier value of the dollar, even if this could be accomplished. We 

have gone through a price convulsion upward, and are at least partially 

adjusted to the new level and the accompanying cheaper. dollar. It 

would not make matters better to go through another convulsion down- 
ward, with all the attendant stresses and strains.” 





equivalent of the public funds now 


being lavishly poured into such facili- 
ties as 4-lane turnpikes with separated 


intersections, mile-wide  concrete- 
paved airports, dredged and lighted 
waterways ? 

The railways have been proved in- 
dispensable, but their true potentiali- 
ties as long- and short-distance inter- 
urban carriers have never been ex- 
plored. Public regulation has most sig- 
nally failed to achieve the objective 
of optimum rail service at minimum 
cost. Can the orientation have been 
wrong? 


Communication Companies 


T= telephone business, the major 

example from the communica- 
tions field, is still very much alive, but 
the seeds of decay (from the stand- 
point of private enterprise) are plain- 
ly visible, and are traceable directly to 
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unsound regulation. As already indi- 
cated, the unsatisfied demand for tele- 
phone service is substantial ; new tele- 
phone customers often have to stand 
in line a long time, so to speak, before 
they can secure an installation. Yet in 
the face of this favorable condition 
the telephone companies may be find- 
ing the financial market for telephone 
common stocks turning sour. 

Among public utilities the telephone 
industry is perhaps the major case of 
a risk-attended business, and in this 
field maintenance of a large layer of 
equity funds is imperative. But the 
reputation of the stock of the major 
company has declined materially, as 
is evidenced by a price today of around 
160 per share, in today’s debased dol- 
lar, as compared with around 170 per 
share twelve years ago, ina much more 
valuable dollar. In other words, a per- 
son acquiring one share of the stock 
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at the beginning of 1940 has since ac- 
tually lost more than half of the value 
of the investment made, and he now 
faces a continuing process of dilution 
via the convertible bond route, even if 
there is no further debasement of the 
dollar. Moreover, the annual dividend 
received, although maintained in num- 
ber of dollars, has fallen roughly 50 
per cent in purchasing power. 

This is obviously a very gloomy pic- 
ture, in the face of an enormous and 
rapidly growing demand for the prod- 
uct. What is the cause? It is clearly a 
case of the holding down of the price 
of the product, through unreasonable 
and arbitrary regulation, below the 
level necessary to make the business 
attractive to private equity capital. 


Power Companies 


HE situation in the electric power 

and gas industries is somewhat 
better, but the unfavorable trend is ap- 
parent in these areas, too, to anyone 
who looks at the situation open-eyed, 
rather than through the smoked glasses 
of befuddled or punitive regulation. 
Most of the financing in these indus- 
tries in recent years has been in the 
form of borrowing and preference 
stocks (which, with their sinking-fund 
provisions and other features, cannot 
be viewed as true equity capital), and 
the result in many cases is a weakened 
capital structure. The prices of com- 
mon stocks in these lines have hardly 
held their own dollarwise, to say 
nothing of the advance necessary to 
maintain the purchasing power in- 
vested. 

The enormous growth in volume of 
revenue, coupled with a generally 
more favorable load factor not found 
in the telephone business, has bright- 
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ened the picture somewhat, but the ut. 
most of help that can be derived from 
this condition, plus refinancing at low. 
er interest rates, has been realized, and 
the payoff isn’t far away. The tempta. 
tion to salvage something for the com- 
mon stockholders by selling out toa 
public power district, before the proc- 
ess of dilution takes its full toll, is now 
all but overwhelming in many cases 
(and is being encouraged in special 
areas by various pressures financed by 
the taxpayer), and if regulation fol- 
lows its present course much longer it 
will be impossible to resist such temp- 
tation. 

In a nutshell the situation is this: 
The private power business is still roll- 
ing along, with many superficial evi- 
dences of fair health, but a careful 
diagnosis shows a condition that is un- 
sound and is bound to result in severe 
illness or death if proper remedial ac- 
tion is not taken. Apparently many 
regulatory bodies are unwilling to ap- 
ply any remedy as long as the patient 
is still breathing, but this is not er- 
lightened price control. 


The Accounting Approach—the 
Function of Accounting 


N recent years, with the advent of 
the new systems of accounts pre- 
scribed by the Federal commissions, 
and widely copied by state commis- 
sions, there has been a marked devel- 
opment of what may be called the “ac- 
counting approach” to regulatory de- 
cisions. Particularly important in this 
connection is the view that the rate 
base—the amount on which the utility 
is entitled to earn a return—should be 
derived from the company’s accounts, 
rather than from an inventory of prop- 
erty obtained by appraisal procedure. 


342 





UTILITY RATES MUST RECOGNIZE DOLLAR DEPRECIATION 


In the light of this development it 
has become imperative that the ac- 
counting process and its results be 
clearly understood by regulatory bod- 
ies, so that misapplication of account- 
ing data in the formulation of rate de- 
.sminations may be avoided. That 

iancial accounting has a bearing on 
regulation no one would deny, but 
there is good reason for believing that 
at the present time the significance of 
accounting in this connection is being 
exaggerated, and that the inherent 
limitations of accounting as a means 
of providing bases for regulatory de- 
cisions are being widely overlooked. 


oe primary function of general 
accounting, it is often stated, is 
thatof measuring the periodic earnings 
of business entities, and few account- 
ants at any rate are disposed to quarrel 
with this view. It does not follow, 
however, that conventional account- 
ing procedures will automatically de- 
velop adequate measures of the cur- 
rent worth of the resources employed 
in operation—one of the basic vari- 
ables involved in regulatory computa- 
tions. Moreover, it should be quite ob- 
vious that the accounting process 
throws little or no light on what con- 
stitutes a “fair” or reasonable rate of 
return in a given business situation— 
the other variable. Such a rate—usual- 
ly defined as the capital-attracting rate 
required to maintain a flow of funds 


into the particular field—must be de- 
duced from an examination of the 
over-all economic and financial condi- 
tions, current and prospective. 


Impact of Inflation on Accounting 


ie conventional accounting, income 
is measured by deducting from 
current dollar revenues the historical 
dollar costs of those assets consumed 
in production or exchanged in trade. 
Stated income thus reflects the dollar 
accretions to the ownership equity in 
the business which have resulted from 
the series of buying and selling trans- 
actions culminating in the operations 
of the period under review. 

If dollars were always of the same 
value, this dollar income figure could 
be compared with the residual dollar 
values shown in the balance sheet, and 
with the expressed dollar amount of 
the ownership equity, to determine the 
rate of return earned on the property 
utilized and on the owners’ interest in 
that property. Because there were 
long periods during the development 
of modern accounting when the value 
of the monetary unit was fairly stable, 
large significance came to be attributed 
to such measures. 

There always have been technical 
difficulties in computing the proper 
deductions from revenues for the 
gradual exhaustion of plant and equip- 
ment, through depreciation and ob- 
solescence, but conventional tech- 


7 


the unsoundness of the earnings structure permitted by most 


q “THe course of the securities markets alone demonstrates 


rate regulation, but if there is any reasonable doubt on that 
point, the case can be argued with equal force from the 
viewpoint of straight-out interpretation of the accounting 
data involved.” 
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niques gave moderately satisfactory 
results as long as there was no great 
change in the purchasing power of 
money. With the advent of substantial 
inflation—first prominent during and 
after World War I, and later more 
pronounced during and after World 
War II—the income figures resulting 
from the application of these conven- 
tional techniques lost a large measure 
of their earlier significance. 

The inescapable fact is that during 
the past ten or twelve years the pur- 
chasing power of the dollar has been 
cut in half, with resulting repercus- 
sions and distortions throughout the 
economy. Under these conditions raw 
accounting data, accumulated over a 
considerable period, are no longer 
usable, without adjustment or inter- 
pretation, as a basis for certain types 
of conclusions, including the decisions 
of regulatory bodies. 


S bw major limitation of accounting 
in this connection lies in the area 
of cost measurement. Revenues are 
automatically expressed in the current 
year’s dollars. Costs, on the other 
hand, particularly in the case of plant 
resources, are expressed in dollars of 
the respective dates of acquisition. 
And when deductions from revenues 
stated in current dollars are described 
in the more valuable dollars of the past 
the resulting income figures are over- 
stated, at least in the sense of describ- 
ing disposable earnings. 

If a business concern started fresh 
every year, and completely consumed 
all cost factors in producing the reve- 
nues of the year, both revenues and 
costs would be stated at least roughly 
in the same kind of dollars and there 
would be no material distortion, as far 
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as the data of the particular year taken 
alone, are concerned. But of course 
this is not the typical situation. Most 
businesses are obliged to invest large 
amounts in inventories and plant, and 
in the case of plant in particular the 
cost is incurred long before the capac. 
ity represented is consumed by the cus- 
tomer. 

In the utility field the situation is 
especially serious in that large aggre. 
gates of plant must be provided before 
any revenues can be produced, and 
much of such plant will be in use, and 
thus in the process of rendering sery- 
ice in production, for twenty-thirty 
years or longer. With this condition 
the raw accounting data are not 
homogeneous, and unless converted to 
a common denominator the result will 
be a misstatement, and, in the case of 
a declining dollar, an understatement 
of what the economists conceive to be 
the true cost of production. 


Definition of Cost 


B Ben problem involved is in part a 
matter of definition. It’s a ques- 
tion of what constitutes actual cost. 
Some accountants are urging that the 
“actual cost” of production is not cor- 
rectly determined when cost factors 
represented by varying measuring 
units are added together as if they were 
all expressed in the same kind of dol- 
lars. Such procedure, it is argued, is 
arithmetically unsound. 

The point is very obvious in the 
field of physical measurement. Sup- 
pose, for example, that a business en- 
terprise builds a one-story building 10 
feet in height. Now suppose, at this 
juncture, that the unit of linear meas- 
ure is officially changed from the foot 
to the half-foot, but that the old term 
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When Dollars Are Not Equal 


CC PDECORDING costs in different dollars as if they were all the same 

may be appropriate for underlying dollar accounting, but it ts 
inappropriate for measuring economic well-being. A cost, to repeat, 
is not just a number. If it were, 1,000 francs would be equivalent of 
$1,000. Cost is a number of SOMETHING. For rate-determination pur- 
poses, and for measurement of return on investment, cost must be 
considered as the economic power expended or committed, expressed 

in some monetary unit.” 





“foot” is continued in use to describe 
the new unit. Following the change a 
second story is added to the building 
of the same height as the first story. 


According to the company’s rec- 
ords, under these conditions the first 
story would be described as 10 feet 
tall and the second story as 20 feet tall. 
But would it be accurate to say that 
the total height is 30 feet? Certainly 
not. The total height of the building 
is 40 feet, expressed in terms of the 
prevailing short foot, determined as 
follows : 


First story, originally recorded in 
the old measuring unit at 10 feet, 
multiplied by 2 to convert to the 
new short foot 

Height of second story, recorded in 
terms of the new unit 

Total height of building expressed 
in the prevailing short foot .... 40 feet 


20 feet 
20 feet 


’ I ‘HE same kind of arithmetical 
problem arises when the account- 
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ant attempts to describe the cost of a 
building. Suppose a one-story building 
is erected in 1940 at a cost, in 1940 
dollars, of $100,000. Then suppose in 
1952 another story is added at a cost 
of 200,000 current 1952 dollars. What 
is the actual cost of the building un- 
der these conditions? It seems clear 
that to say that the cost of the build- 
ing is $300,000, without explanation, 
is inadequate description, likely to be 
misleading. 

If it is desired to express the cost 
of the building in terms of the 1952 
measuring unit, which is roughly one- 
half of the 1940 unit, it is necessary 
to describe the total cost as follows: 


Cost of first story in 1940 dollars, 
100,000; multiplying by 2 to con- 
vert to 1952 dollars gives a fig- 
ure of 

Cost of second story, already ex- 
pressed in 1952 dollars 


$200,000 


Total actual cost expressed in 1952 
dollars 
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Of course one can say “the cost of 
the building is 100,000 1940 dollars 
plus 200,000 1952 dollars,” but if he 
adds these two figures together and 
describes the result as $300,000, with- 
out explanation or qualification, the 
description is inadequate, as just 
stated, if not inaccurate. 

To sum up, the underlying prop- 
erty records normally (and properly) 
present the total paid in the then-cur- 
rent dollars for such acquisitions as 
may have occurred, but this total does 
not necessarily represent cost ex- 
pressed in today’s dollars. There is 
nothing wrong with the basic book- 
keeping figures, but their significance 
and limitations must be clearly under- 
stood before they can serve even as a 
starting point for rate-making de- 
cisions. 


Conversion of Unlike Dollars a 
Recognized Procedure 


. should be emphasized that conver- 

sion of unlike dollars to a common 
denominator is an everyday procedure 
in economic analysis. In dealing with 
comparative import and export data, 
for example, such conversion is a fa- 
miliar operation. The same thing is 
true of compilations of wage rates de- 
signed to show changes in real wages. 
Similar conversions are regularly 
made in reporting changes in farm in- 
comes. Indeed the only important field 
in which we have been sluggish in this 
matter is the field of business account- 
ing. 

Notwithstanding the very obvious 
and drastic change in the value of the 
dollar that has occurred in the last ten- 
twelve years there has been a wide- 
spread unwillingness to be realistic as 
to the impact of this change on the 
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financial measurements of business en- 
terprise. 

On the other hand, there is evidence 
that many leaders of the accounting 
profession see the problem and be. 
lieve that something should be done 
about it. We have had a continuing 
flood of excellent articles and pam- 
phlets dealing with the subject. Last 
October the committee on concepts 
and standards of the American Ac- 
counting Association issued a state 
ment which recommends the use of 
supplementary financial statements ex- 
pressed in common dollars as a means 
of promoting more accurate measure- 
ment and understanding. Still more 
recently in the report of the study 
group of the American Institute of 
Accountants, issued under the title 
“Changing Concepts of Business In- 
come,” a similar conclusion is reached, 
and there is clear recognition of the 
fact that the most serious problem fac- 
ing accountants is the amendment or 
extension of existing procedures so as 
to take appropriate account of the im- 
pact of the change in the value of the 
dollar upon the determination of cor- 
porate income. 


| gerenage in the long-settled prac- 
tices of accountants are proce- 
dures on all fours with the conver- 
sions necessary to present the actual 
costs of operation accurately under 
current inflationary conditions. 

We have an example close at hand 
—and an example where the same 
name is employed, the dollar. The 
Canadian dollar has recently gone to 
a small premium as compared with the 
U. S. dollar (due to a variety of rea- 
sons, which we need not go into here). 
Now suppose an American concern 
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has $10,000 on deposit in Chicago and 
$10,000 on deposit in Toronto. It 
would be no very serious error if these 
two amounts were added together as 
they stand and were reported as a total 
of $20,000 in the financial statement 
of the company. Most public account- 
ants, however, would not countenance 
such a presentation. They would urge 
that the balances be converted to a 
common unit of measurement, as fol- 
lows : 


Cash on deposit in Toronto, $10,- 
000 @ 1.02 
Cash on deposit in Chicago 


Total cash 


Now the 1940 U. S. dollar is not 
even a close relative of the 1952 U. S. 
dollar—as everyone on a fixed income 
knows very well. These monetary units 
are much less homogeneous than the 
current Canadian dollar and the cur- 
rent U. S. dollar, and the resulting dis- 
tortions in everyday cost determina- 
tion (by combining 1940 and 1952 dol- 
lars as if they were the same thing) 
are much more substantial than the 
error that would be made if current 
Canadian and current U. S. dollars 
were combined without conversion. 


ia countries where inflation has been 
very serious the conversion of re- 
corded costs into the current and much 
smaller monetary unit has been a 
necessity in various connections. The 
best-known example is found in 


e 


France, where the government pub- 
lishes the coefficients (index numbers) 
to be applied to the various installa- 
tions of plant cost to determine the de- 
preciation currently chargeable to rev- 
enues for income tax purposes. With 
the serious collapse in the value of the 
franc that has occurred since 1940 (to 
say nothing of a still earlier collapse) 
it became imperative that the impact 
of the change upon plant costs and 
depreciation accruals be recognized if 
confiscation of true capita] in major 
degree through the guise of taxes on 
overstated earning figures was to be 
avoided. 

Here is one spot at which our Treas- 
ury Department might well take note 
of foreign practice. Of course, the de- 
preciation of the franc has gone much 
further than the depreciation of our 
dollar. However, let’s not get the no- 
tion that the decline in the value of the 
dollar is something we can ignore or 
shrug off. Since 1940 the value of our 
monetary unit has fallen halfway to 
zero. This is no negligible change; we 
have taken a major stride along the in- 
flation road. 


Inflation Here to Stay 


I" the past accountants have been in- 
clined to justify their inclination 
to ignore changes in the value of the 
dollar in financial reporting on the 
ground that it is inexpedient to under- 
take to give explicit recognition to this 


hard to find a basis for anticipating any sustained major 


q “PREDICTION is always dangerous, but nevertheless it ts 


decline in the general level of prices. Most economists and 
analysts, indeed, are predicting either further sharp ad- 
vances in prices or, at the best, a persistent creeping infla- 


tion.” 
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phenomenon, particularly in view of 
the fact that advancing prices are like- 
ly to be succeeded by falling prices or 
vice versa. However, it is now coming 
to be recognized that the present de- 
valuation of the currency promises to 
be permanent, that the prospect for 
restoration of any material part of the 
lost purchasing power of the monetary 
unit is slim indeed. 

Prediction is always dangerous, but 
nevertheless it is hard to find a basis 
for anticipating any sustained major 
decline in the general level of prices. 
Most economists and analysts, indeed, 
are predicting either further sharp ad- 
vances in prices or, at the best, a per- 
sistent creeping inflation. The fantas- 
tic level of Federal debt and of gov- 
ernment expenditure, the institutional- 
ization (with the aid of government) 
of the concept of high and increasing 
wages, the inflation habit to which 
governments the world over have 
fallen, the promising of astronomical 
sums of dollars in long-run future 
benefits through pension agreements 
and social security legislation—these 
and other phenomena of the current 
scene will make the avoidance of fur- 
ther inflation very difficult and any 
serious and continuing decline in the 
general price level almost impossible. 


gta though the admission 
be, it is now generally conceded 
that it would be undesirable to under- 
take a restoration of the earlier value 
of the dollar, even if this could be ac- 
complished. We have gone through a 
price convulsion upward, and are at 
least partially adjusted to the new level 
and the accompanying cheaper dollar. 
It would not make matters better to 
go through another convulsion down- 
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ward, with all the attendant stresses 
and strains. The task now is to com- 
plete the adjustment to the current 
situation, including the necessary 
adaptations in the tax structure, in 
public utility rates, and in other areas 
where adjustment has been slow. 

It is important to note that even 
if the decline of the value of the dollar 
is arrested at this point, the problem 
of cost measurement outlined above 
will be with us for a long time. There 
is still a lot of plant in existence which 
was acquired ten or more years ago, 
and which is represented in the ac- 
counts by outlays made in dollars sub- 
stantially more valuable than the pre- 
vailing measuring unit in which to- 
day’s revenues and most other costs 
are stated. Hence it is important that 
we face up to the fact that the owners 
of such plant are being despoiled to 
the extent that they are required to 
accept one 1952 dollar of revenue for 
one 1940 or earlier dollar of plant con- 
sumed, or, if they receive more than 
one 1952 dollar for a 1940 dollar in- 
vested, are subject to high-level income 
taxes on the full difference. 


The Tax Angle—LIFO and Home 
Replacement 


HERE is one important point at 

which the Internal Revenue Code 
has recognized, in a backhanded fash- 
ion, the impact of changing prices. In 
the late thirties the use of the LIFO 
procedure of computing inventory 
values was authorized by the code in 
a limited way, and subsequently the 
LIFO option has been extended to vir- 
tually all taxpayers. Under this pro- 
cedure the latest costs incurred—in 
the area of inventoriable costs—are 
chargeable to current revenues in the 
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Shortchanging the Investor’s Dollar 


“> the utility field today, as a result of the regulatory policy of 
ignoring the varying commitments of purchasing power repre- 
sented in the different installations of plant, customers are not being 
charged with the full actual cost of the plant they are consuming. This 
doesn’t make sense and doesn’t produce equitable results. It is a policy 
which, if long continued, will bring progressive financial deterioration 
of utility enterprises and finally result in the destruction of private 
risk capital in this field.” 





computation of taxable income. In 
other words, under this procedure the 
inventory costs deducted in the income 
statement are always made up of the 
cost of goods most recently acquired, 
and thus the deductions in the state- 
ment, at this point, are based upon 
roughly the same price level as is re- 
flected in the revenues: The LIFO pro- 
cedure rests at bottom on the view that 
no one has made any real income, no 
matter how much activity he has en- 
gaged in, if at the end of a period of 
activity he has no more than held his 
own with respect to his stock of physi- 
cal assets. 

The LIFO procedure does not fully 
meet the problem that merchandisers 
face in a period of sharply advancing 
prices, but it aims in this direction. 
And the fact that LIFO has been an 
allowable procedure for income tax 
purposes during the past twelve years 
has been literally a lifesaver for the 
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trading and manufacturing companies 
that elected this method early in this 
period. Such companies have been able 
to avoid, in considerable measure, the 
confiscation of their capital funds, 
through the guise of income taxes, 
which otherwise would have occurred. 


Guest companies have had a tremen- 
dous advantage over those enter- 
prises, of which the public utilities 
provide the outstanding examples, 
which have their funds tied up in plant 
resources. In a broad sense plant re- 
sources are just as much an inventory 
of assets as merchandise or materials 
and supplies. That is, the boiler in 
which the coal is burned is no less a 
cost factor than the coal itself, but 
technically, under present one-sided 
rules, the LIFO procedure is appli- 
cable to the coal but not to the boiler. 
This is a ridiculous and unsound 
situation. 
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HE new provision in the code re- 

garding the determination of tax- 
able gain in the case of the sale of 
private residences represents a minor 
dent in the general structure of in- 
difference to the impact of inflation on 
the measurement of the cost of plant 
assets and the periodic consumption 
of such assets. Under this provision, 
a person who (for example) bought 
a house for $10,000, later sold it for 
$15,000, then reinvested the proceeds 
in a new home, is not subject to tax 
on the increase in the number of dol- 
lars received over the number of more 
valuable dollars originally invested. 
This involves, at least implicitly, rec- 
ognition of the fact that no one can 
realize any disposable income when 
he has done no more than maintain his 
assets intact. 

Congress should without further de- 
lay extend this principle to all depre- 
ciable property, including business 
plant facilities as well as homes, and 
should also permit the computation of 
depreciation deductions on this basis 
—as such deductions represent noth- 
ing more nor less than the year-by- 
year consumption of the assets being 
used as opposed to lump-sum liquida- 
tion in a particular year. 


Conversion Required to Achieve 
Avowed Regulatory Objectives 


. should be understood that propos- 
ing systematic conversion of dis- 
similar plant dollars in tax and regu- 
latory determinations is not in conflict 
with the existing structure of account- 
ing principles. There is nothing fun- 
damentally wrong with prevailing ac- 
counting principles, or with account- 
ing procedures in their underlying 
features. As stated earlier, it is the 
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primary function of accounting to 
record costs incurred and to trace the 
relation of such costs to periodic rey- 
enues. That’s the inherent task of fi- 
nancial accounting. And to accomplish 
this function with respect to plant it 
is necessary to maintain dated records 
of dollar costs. Thus the raw account- 
ing data are—if properly compiled— 
entirely sound and correct. We need 
to know how many 1940 dollars are 
embodied in plant, how many 1941 
dollars are represented, and so on. 

It is in the interpretation and use 
of these varying dollar costs in evalu- 
ating periodic net earnings that the 
errors have been made. The step that 
has been neglected is the conversion 
of these varying dollars to a common 
denominator in measuring the cost of 
plant capacity consumed from year to 
year, for purposes of determining how 
much better (or worse) off the own- 
ers actually were at the end of each 
period. 


ee costs in different dollars 
as if they were all the same may 
be appropriate for underlying dollar 
accounting, but it is inappropriate for 
measuring economic well-being. A 
cost, to repeat, is not just a number. 
If it were, 1,000 francs would be 
equivalent of $1,000. Cost is a num- 
ber of something. For rate-determi- 
nation purposes, and for measurement 
of return on investment, cost must be 
considered as the economic power ex- 
pended or committed, expressed in 
some monetary unit. An expenditure 
for equipment in 1940 of $200 is not 
represented just by the number 200; 
to express the cost in a meaningful 
manner one must point out that 200 
1940 dollars were expended. 
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In the utility field today, as a result 
of the regulatory policy of ignoring 
the varying commitments of purchas- 
ing power represented in the different 
installations of plant, customers are 
not being charged with the full actual 
cost of the plant they are consuming. 
This doesn’t make sense and doesn’t 
produce equitable results. It is a policy 
which, if long continued, will bring 
progressive financial deterioration of 
utility enterprises and finally result in 
the destruction of private risk capital 
in this field. 

Under any reasonable and realistic 
philosophy, it is nothing short of fan- 
tastic to charge a customer only one 
1952 dollar to cover an investment of 
one 1940 dollar. Such a process in- 
volves a confiscation of half of the 
current value of the investment. Such 
a policy repudiates completely the view 
that the investor in utility plant is en- 
titled to recover the cost of rendering 
service plus a return on the invest- 
ment, both expressed in today’s 
dollars. 


Siw interpretations placed on “‘dol- 
lar” income (1.e., current dollar 
revenues less original dollar costs) 
stem largely from the assumption that 
accounting reflects the results of finan- 
cial dealings carried out in monetary 
units of stable value. Under such a 
conception, original cost and replace- 
ment cost of like property, under like 


conditions, would be identical. From 
this it could be argued that conversion 
is necessary to accomplish the under- 
lying objectives of the prescribed sys- 
tem, though not all accountants would 
carry the argument that far. In any 
event it is plain that a recognition of 
the fact that unlike dollars are record- 
ed in the plant accounts is essential to 
the full implementation of an account- 
ing based on cost. 

There remains the technical ques- 
tion : Should the process of conversion 
be restricted to supplementary calcu- 
lations for regulatory and other spe- 
cial purposes or should it be introduced 
into the underlying accounting pro- 
cedure? The answer is that the proc- 
ess of conversion does not have to be 
made a part of the structure of debits 
and credits, provided the results are 
properly assembled and interpreted to 
the parties at interest, and that con- 
clusions are based on the interpreta- 
tive data and not on dollar figures 
served up raw. 


Computation of Fair Rates 


| gree it is not essential that 
plant costs of varying dates be 
revised on the underlying plant rec- 
ords, conversion of such costs is neces- 
sary from time to time in connection 
with over-all earning determinations 
by the regulatory body. An appropri- 
ate rate of return—assuming such a 
rate to have been determined—cannot 


dollar intake and outgo are the traditional subject of ac- 


q “Doxiars are the medium of accounting expression, and 


counting measurement, but the series of notations which 
constitutes a set of accounts carries no implications as to the 
current value of the dollars in which the transactions are 
recorded.” 
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reasonably be applied to unconverted 
book values in computing the desired 
amount of earnings. 

To provide a significant figure from 
the cost of prudent investment ap- 
proach, the rate should be applied to 
the total property of the utility, includ- 
ing cash and other working assets, 
stated in terms of current dollars. It 
is clearly unsound to go to the pre- 
vailing financial markets—the current 
economic environment, in which phe- 
nomena are being stated in current 
dollars—to find a basis for the rate of 
return, and then apply this rate to book 
values stated in dollars of an entirely 
different character. Such procedure is 
not in accord with the fundamental 
concepts of fair and effective regu- 
lation. 

Theoretically, of course, there is the 
possibility of letting the rate base stay 
put in terms of recorded dollar costs 
and giving recognition to the change 
in the value of money and other eco- 
nomic developments by modifying the 
rate of return as required. That is, 
it is arithmetically possible to arrive 
at any desired number of dollars by 
modifying both factors—rate base and 
fair rate of return—or by modifying 
either one to the necessary extent and 
leaving the other stationary. 


HE second alternative, while in- 

teresting enough as a mathemat- 
ical exercise, is hardly suitable for 
practical application. Suppose that a 
careful appraisal of the prevailing fi- 
nancial picture convinces a regulatory 
body that 7 per cent is a sound over- 
all rate of return. Now assume that 
there has been such a serious inflation 
that the monetary unit has fallen to 
25 per cent of its value at the time the 


utility acquired its property. With 
these conditions it would be necessary 
to multiply the book values by four 
to obtain a correct statement of the 
actual investment expressed in the new 
monetary unit. 

Mathematically, the same result can 
be achieved by multiplying the fair 
rate of return by four and using book 
values of property as they stand, but 
this has little to commend it. Witha 
general understanding prevailing that 
a proper earning rate should be some- 
where in the neighborhood of 7 per 
cent, it would not be expedient for the 
commission actually to employ 28 per 
cent in a rate calculation, even if it 
were recognized by the members of the 
regulatory body that this was merely 
a technical way of getting at a regu- 
latory result. It would be much more 
sensible under these conditions to con- 
vert the recorded dollar costs into 
their equivalent expressed in the new 
dollar and then apply the 7 per cent 
rate derived from consideration of the 
current economic circumstances. 


.’ seems desirable here to emphasize 
the point that there is no way of 
getting a definite idea as to how a rate 
should be varied to yield equitable and 
sound results when that rate is applied 
to a base expressed in an older cur- 
rency without first determining what 
is the impact of the change in the value 
of the measuring unit on the recorded 
dollars. In other words, both sides 
of the picture, both variables, have to 
be carefully studied in the light of cur- 
rent conditions in order to make a 
proper calculation of an allowable 
earnings stream. In view of this it 
doesn’t make sense, and it may lead 
to confusion and serious error in judg- 
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The Inflation Barrier to Return on Cost 


ss the ‘fair return’ theory (as commonly applied by regulatory 
agencies) has any applicability in periods of stable prices (a 

somewhat doubtful proposition at best), it is plainly inappropriate dur- 
ing periods of inflation. As can be logically demonstrated, and as has 
been proved in experience, investors will not readily supply venture 
capital, in the face of a prospective advance in prices, if the best they 
can expect is a return, in depreciated dollars, limited to a moderate 

percentage on their original dollar investment, unadjusted.” 





ment, to box up one set of figures, and 
consider them immune to conversion 
or interpretation, while permitting ad- 
justment of the other element in ac- 
cord with a realistic survey of current 
conditions. 


Inflation and Fair Return— 
Conclusion 


ly the “fair return” theory (as com- 
monly applied by regulatory agen- 
cies) has any applicability in periods 
of stable prices (a somewhat doubtful 
proposition at best), it is plainly inap- 
propriate during periods of inflation. 
As can be logically demonstrated, and 
as has been proved in experience, in- 
vestors will not readily supply venture 
capital, in the face of a prospective 
advance in prices, if the best they can 
expect is a return, in depreciated dol- 
lars, limited to a moderate percentage 
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on their original dollar investment, 
unadjusted. 

A prime objective of investors dur- 
ing periods of inflation is to put their 
money into equities. which have at 
least a chance of maintaining an eco- 
nomic value (purchasing power) 
equivalent to (or approaching) the 
current economic value of the funds 
committed at the time of investment. 
To deprive an equity security of this 
attribute (by limiting its earnings 
power to a stated number of dollars 
of unpredictable value) is to remove 
it from the class of securities to which 
venture capital can be attracted. 


HIs is a fact which some regula- 
tory bodies seem content to ig- 
nore. In those industries in which the 
capital sources have been shut off (e.g., 
transportation), or are drying up (¢.g., 
MAR. 12, 1953 
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communications), the problem is 
shrugged off as due to competitive fac- 
tors, obsolescence of facilities, or what 
have you. In those industries still hav- 
ing access to equity capital (e.g., elec- 
tric power), the attractiveness of the 
“growth factor” is allowed to substi- 
tute for any reasonable degree of 
inflation protection. 


HE course of the securities mar- 

kets alone demonstrates the un- 
soundness of the earnings structure 
permitted by most rate regulation, but 
if there is any reasonable doubt on that 
point, the case can be argued with 
equal force from the viewpoint of 
straight-out interpretation of the ac- 
counting data involved. The account- 
ing staffs of the various commissions 
are popularly credited with insistence 
on the principle that a fair return is 
the number of “money income” dollars 
which constitute a hypothetically rea- 
sonable return on the original (or ab- 
original) money investment in the fa- 
cilities utilized. As previously pointed 
out, this is demonstrably a “non se- 
quitur” of the most positive kind. 

Take this proposition in its most 
general terms. A citizen acquires a 
piece of property (of whatever char- 
acter). It cost 100x dollars when pur- 
chased. Ten years later an identical 
property would cost 200x dollars (the 
purchasing power of the dollar having 
declined 50 per cent). On what basis 
should the citizen be permitted to col- 
lect rent or negotiate a sale? 

What an owner would consider fair 
(as of today, ignoring the interim 
period) would be a rental producing 
a net income of the same purchasing 
power as provided by the property 
when originally acquired, after setting 


aside an amount sufficient to replace 
the property in kind when wear and 
tear have destroyed its usefulness. 
Obviously this will be twice as many 
dollars as ten years ago, each dollar 
being worth half as much. 

Suppose now that some regulatory 
official steps in and says: “Oh, no! A 
fair return on the 100x dollars orig- 
inally invested was 5x dollars and an- 
nual depreciation over twenty years is 
only 5x dollars; therefore 10x dollars 
is the highest permissible annual 
charge. The original dollar investment 
must govern.” What is the effect? 

Well, obviously, the unfortunate 
owner will have his real income cut in 
half, and when the property is worn 
out, he will be able to replace only half 
of it. His risks and obligations are 
still those of the owner, but his re- 
wards are limited to those of a bond- 
holder or other lender. 


6 bw beneficiary of this expropria- 
tion is the tenant of the property, 
or the purchaser of its output. By gov- 
ernmental edict, he is empowered to 
acquire the use of the property on the 
basis of what it originally cost some- 
one else. To him are arbitrarily trans- 
ferred all the potential benefits of the 
thrift, prudence, courage, and fore- 
sight earlier exercised by his landlord 
or supplier. The owner plants the tree 
and some stranger eats half the fruit. 

If you believe in that sort of thing 
you don’t believe in private property, 
personal liberty, or free enterprise. 
Yet exactly that philosophy has been 
prevalent in many areas in recent years 
—most noticeably in the field of rent 
control, but outstandingly also in pub- 
lic utility rate regulation. The com- 
missions, encouraged by their account- 
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ants, have taken the position that once 
a property is “dedicated to public use” 
its Owners cannot ever properly re- 
cover more than the dollars originally 
invested and prescribed dollar return 
on those dollars—regardless of wheth- 
er a dollar will currently buy a pair 
of shoes or a pair of shoelaces. 

It seems rather extreme to blame 
all this on the accountants (certainly 
they had little to do with the prepos- 
terous philosophies of rent control), 
but if they have been at fault in the 
matter of utility rate regulation, it is 
time that they stood up and explained 
themselves. 

It is one thing to prescribe a 
system of measurement, quite an- 
other to provide its interpretation. The 
accountants’ failure seems to lie in let- 
ting it be assumed that dollar income 
and dollar investment have unchanged 
meanings when the value of the dollar 
has undergone a radical alteration. 


| gemmer are the medium of ac- 
counting expression, and dollar 
intake and outgo are the traditional 
subject of accounting measurement, 
but the series of notations which con- 
stitutes a set of accounts carries no 
implications as to the current value 
of the dollars in which the transac- 
tions are recorded. Dollar income 


(1.e., number of dollars received less 
number of dollars paid for goods and 
services consumed and sold, without 
regard to purchasing power) must 
still be computed, for various pur- 
poses, but determination of “fair re- 
turn” is certainly not one of the pur- 
poses of such computations. 

Consider the implications of re- 
stricting the utility investor’s return 
to a recovery of his capital iri the form 
of depreciated dollars, with annual in- 
come of comparable amount. Where 
will the investor stand when, say, the 
property he purchased has been ex- 
hausted, and can be replaced only by 
the investment of double the original 
amount, after a period in which the 
earnings of the enterprise have been 
restricted to a rate which might have 
provided a fair income (in purchasing 
power) had the price level remained 
constant ? 


UPPOSING that the rates of deprecia- 
tion and fair return are roughly 
equal in size (as is true for some types 
of property), the result to the investor 
will vary between two extremes, viz: 
(1) The company will have retained 
all earnings, paying no dividends, and 
will now have just enough capital to 
replace the worn-out plant, or (2) the 
company will have distributed all earn- 


rd 


tion in which prices go up and money loses value—and too 


q “THE average citizen thinks of inflation as merely a condi- 


often thinks also that control of prices will achieve control 
of inflation. He rarely appreciates that when there ts ‘too 
much money chasing too few goods’ it means that money 
has become relatively easier to obtain than the economic 
wealth it once represented, and that, like fabled King Midas, 
he faces the problem, not of turning goods into gold, but of 


exchanging gold for goods.” 
355 
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ings, and its existing (original) dollar 
capital will be only half enough to re- 
place its plant at current price levels. 


N neither situation is the investor’s 
situation a happy one. If he has 
enjoyed no income, it is little consola- 
tion to know that he will still have an 
unimpaired share in a new plant. If 
he has received the earnings in divi- 
dends (first taxed to the company, then 
again to him), he can hardly be ex- 
pected to have saved out of their 
shrinking value enough to duplicate 
his original dollar investment, merely 
to maintain his pro rata ownership in 
such unproductive facilities. To con- 
tinue the enterprise new capital must 
be obtained from outsiders, and the 
original owner will then find his equity 
diluted by admission to partnership 
of undeserving newcomers, who prob- 
ably will be sharp enough to demand 
a better deal than he has been getting 


and thus force him into even further 
sacrifices in his relative participation 
in the undertaking. 


. I ‘HE question for regulatory agen- 
cies is not so much whether a 


policy with these consequences is fair, 
but whether it will permit the long- 
termcontinuance of private ownership 
in the utility field. As to urban transit 
systems, the question has already been 
answered in the negative. As to rail- 
roads, the stock market evaluation of 
their equities (at 20 to 40 cents per 
dollar of property value) suggests that 
the gravest doubts exist. As to com- 
munication systems, the clouds on the 
horizon are already ominous. How 
many more of these industries must 
be watched losing their hold on the 
raft of financial stability, and sinking 
into government ownership, before 
someone helps the survivors back on 
deck? 





The Myth of Collective Security 


<4 E have permitted the mills of the collectivists—operated 

Wi. the majority of cases by kindhearted, but short- 
sighted men and women—to befuddle the thinking, arouse the 
covetousness, and destroy the faith and self-confidence of great 
groups of our people who now turn to that mythical being, the 
government, to solve their economic difficulties. 

“Vet there is hope. The fact that more Americans today are 
examining the foundations of their liberty than at any period 
since the Civil War; the fact that more books are now being 
written about the American system than have been for a gen- 
eration; the fact that so many businessmen are planning now 
to provide greater stability for the nation’s economic system in 
the years ahead—all indicate that the thinking people of Amer- 
ica are coming alive to the seriousness of the situation, and are 
again girding themselves to pay the price of freedom—no mat- 
ter what that price may be in personal effort and sacrifice.” 

—H. W. PReEnrIs, JR., 
Chairman of the board, Armstrong 
Cork Company. 
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TV and the Electric Industry 


Here is an article which takes up the impact of tele- 

vision on the electric industry. Is television a good 

load builder; is it likely to result in excessive plant 

demand? Some of the answers in this entertaining 
account may seem anticlimactic. 


By A. BRYAN MARVIN* 


ELEVISION has added $100,000,- 

000 a year to the nation’s resi- 

dential electric bill, according to 
current estimates. While this is only 
about 4 per cent of utility company 
revenue from residential sales, TV is 
much more than just another electric 
appliance. 

TV grew at a fantastic rate, bloom- 
ing from a laboratory toy to its pres- 
ent status as a major communications 
medium in a little more than five years. 
And its progress will bear close watch 
in the future. The growth in electric 
sales for which it has been responsible 
may continue, or even turn into a de- 
cline. In any case, TV should not be 
taken for granted. 

When commercial TV was first an- 
nounced, many observers felt that it 
could never win the support of the 


*For personal note, see “Pages with the 
Editors.” 
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American people. With receiving sets 
priced at several hundred dollars, 
these individuals said, no family 
would pay so much for the privilege 
of viewing the low-quality programs 
then on the air. 

Landlords would never let their 
roofs be decorated with the necessary 
antennae, it was pointed out, and tax- 
ing agencies would be quick to grasp a 
new source of revenue. But the 
American public upset these prophets. 


I* the market place, families decided 
that TV was worth the price. The 
average set in use today had a retail 
price of close to $300 and an estimated 
life expectancy of between five and 
six years. Without allowing for in- 
terest, this puts the price of home TV 
at about $54 a year, plus an average of 
$6 a year for repairs and $5 a year for 
electricity. 
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r January, 1947, sets in use by the 
public totaled 16,500. By the first 
of the next year, there were 189,000 
sets in use. The continuing increase 
was meteoric. January, 1949: 1,000,- 
000 sets; January, 1950: 3,950,000 
sets; January, 1951: about 10,000,000 
sets; January, 1952: 15,700,000 sets; 
and on the first of the present year 
there were about 20,000,000 sets in 
use. 

Conditioned to free speech, the 
American people extended the same 
principle to free sight once the set had 
been purchased. Battles between ten- 
ants and landlords raged in many 
courts and the now-familiar dipole an- 
tennae sprouted from chimneys and 
eaves. 

The board of assessors in Stow, 
Massachusetts, ruled that TV sets 
were in the class of nonessential prop- 
erty along with watches and jewelry. 
They imposed a $4.50 town tax on the 
instruments and drove around town 
looking for the telltale aerials. With 
various rulings by different parties, 
the case achieved a certain notoriety in 
the Bay state by the fall of 1952, with 
the argument still in full swing. 

As TV spread in the telecast areas, 
power company engineers and system 
operators became nervous. What if all 
those sets were turned on at once? At 
250 watts apiece, it was feared that a 
sudden public interest in a particular 
program might upset the system op- 
erator’s calculations and the load 
might outstrip spinning reserve with 
a disastrous effect on distribution 
voltages. 

Thanks to the diversity of human 
nature, this fear proved groundless. At 
present the TV load curve is a gentle 
one, settled comfortably on top of the 


residential curve and difficult to detect 
except for the occasional special tele- 
cast. 

Every now and then sets will be 
turned on in a horde, but no electric 
system to date has found the sudden 
influx outstripping its regular spinning 
reserve. Evening usage is such that 
even special events blend into and 
cannot be separated from regular load 
figures. 


I’ the case of election night returns 
in 1952, New York city load was 
compared with election night of the 
previous year. When all necessary ad- 
justments were made so that the two 
curves were comparable, the 1952 
record was heavier by about 100,000 
kilowatts from 11 P.M. on to 2 the 
next morning. Consumption in these 
hours was up some 335,000 kilowatt 
hours, or almost 15 per cent. 

New York city residents own close 
to 2,000,000 TV sets. On an average 
evening, a fair number of these are in 
use. The 1953 presidential inaugura- 
tion January 20th found enough sets 
in use for the noontime ceremony to 
raise power consumption 160,000 kilo- 
watts. Set usage was about par dur- 
ing the commercial evening telecasts, 
but when the inaugural ball took to 
the air, enough wives wanted to see 
the celebrities to keep electric con- 
sumption well above normal. 

In both these cases the sets came on 
the line gradually and left the same 
way, easing the system operator’s bur- 
den. The added residential demand 
occasioned by TV has not been found 
troublesome, although at least one 
municipal plant has used it as a pretext 
for adding a demand charge to the 
rate schedule. 
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When distribution engineers found 
that TV load was not going to upset 
their carefully planned systems, util- 
ity company commercial departments 
began to be jubilant over the new load 
occasioned by the medium. 

For most appliances, kilowatt-hour 
consumption is figured by multiplying 
hours of operation by the manu- 
facturer’s nameplate rating. But when 
the family turns on the TV set of an 
evening, a complicated change takes 
place. Hours of use multiplied by 250 
watts for the older sets or 192 watts 
for the newer sets (manufacturers 
found a way to amplify both the visual 
and audio signals together and saved 
four tubes in set design) do not show 
the true effect. 

When TV goes on, bright reading 
lights go out and so do general room 
lights so placed that they reflect from 
the face of the set. Experienced view- 
ers have found that some general room 
lighting is needed for eye comfort, but 
the level is not as high as that ordi- 
narily used. 


mN operating set is also a magnet. 
The family which used to scatter 


over the house (with each member 
using electricity in one way or an- 
other) now is drawn toward the focal 
point. 

This magnet effect has led several 
observers to say that while Henry 
Ford and the mass-produced auto had 
taken the American family out of the 
home, television would return these 
displaced units to their native habitat. 

Actually, the move back into the 
home began to build up just before 
the 1940's, perhaps as a reaction to the 
insecurity of the early 1930’s. The 
electric industry has done its share to 
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make homes more livable and enjoy- 
able, with work-savers scattered from 
kitchen to bathroom, cellar to attic, 
TV did not return the American far 
ily to the home. It merely intensified 
an existing trend. 

Several studies of residential con- 
sumption following purchase of TV 
have been made. The television com- 
mittee of the Edison Electric Institute 
has considered these as well as geo- 
graphic differences in arriving at an 
average. Television, the committee 
says, causes a net increase of 15 kilo- 
watt hours a month in the typical resi- 
dential bill, . 

This figure is from the world of TV 
statistics, a never-never land where the 
objective reporter is in great danger. 
He can easily fall from the cliffs of 
hastily drawn conclusions. And the 
conflicting thorns of special interests 
wait for him on every side. 


S Bory is another side to every coin 
and this added revenue of the 
utility companies is no exception. No 
one yet has calculated the drop in com- 
mercial sales that can be traced to this 
new application of electronics. 

Motion picture exhibitors, for ex- 
ample, received the gift of TV almost 
directly between the eyes. In New 
York city the effects of this wound 
have had time to become apparent. 
Ten years ago there were in the city 
some 700 motion picture emporiums. 
Real estate experts report that 92 
theaters have closed their ticket offices 
since 1946-47 when TV splashed into 
viewers’ living rooms. 

Forty-nine of these theaters are still 
closed and idle, the survey states, while 
43 have been put to other uses. One is 
a lollypop factory, several are ware- 
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TV Industry Optimistic on Revenues 


ae gong it mildly, the TV industry is avid for revenue. While 

1952 figures are not yet available, the 108 stations which were 

on the air in 1951 are reported to have taken in $235,700,000. Expenses 

of $194,100,000 left an income (before Federal taxes) of $41,600,- 

000. Industry spokesmen are predicting revenues of $750,000,000 a 

year from national advertising by the end of 1954 and of a billion 
dollars a year from the same source in 1956.” 





houses and supermarkets, one is being 
remodeled into a garage. 

In addition to the theaters, stores 
fronting on neighboring blocks have 
been adversely affected. When the 
theaters closed, near-by retailers said 
they found their business cut by at 
least 20 per cent and as much as 60 
per cent in the case of ice cream par- 
lors. 


I T would appear that somwhere among 
these claimed percentages and 
shuttered doors is a decline in com- 
mercial sales which should be marked 
off against TV. When more than 14,- 
000,000 sets are tuned in to the na- 
tion’s favorite program, it follows that 
alot of people are out of circulation. 

And when individuals are looking 
at TV their interests do not roam far 
afield. New York’s bars and grills 
were saturated with sets rather early 
in the game. In recent years, however, 
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more and more of the establishments 
have decided that their sets are “bro- 
ken” and they are patiently waiting 
month after month “for the repair- 
man.” Seems that TV took the cus- 
tomers’ minds too far away from what 
the restaurateur chose to consider the 
principal issue at the bar. 

Home TV instead of bar and grill 
TV is to the utilities’ benefit. But even 
home TV is at a series of crossroads. 
Previews of sets capable of receiving 
telecasts in color indicate that more 
tubes (and therefore higher wattages) 
are necessary. 


eugene development that points 
in the opposite direction, how- 
ever is the transistor. These crystals 
do the work of vacuum tubes but take 
their electricity in microscopic quanti- 

ties. 
In the RCA laboratories today is an 
object the size of a portable typewriter 
MAR. 12, 1953 
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with a single vacuum tube in it, the 
picture tube. The set works, produc- 
ing picture and sound, thanks to tran- 
sistors. Its power supply is a dirty 
word in central station circles—it runs 
on batteries. 

Still another threat to sales of resi- 
dential energy for TV viewing pur- 
poses comes from the very nature of 
the television industry. TV is a selling 
medium. Salesmen are often apt to 
build their reputations on adroit use 
of emotion rather than on logical an- 
alyses of fact. 

Emotion certainly has a place in 
human relationships, but in the world 
of economics emotional decisions are 
extremely hazardous. It is in the field 
of economics that TV seems headed 
for trouble. 

The medium’s history sparkles with 
dramatic sales presentations. Used 
cars shown in the dealer’s lot have 


been snapped up. Everything from 
real estate to plastic raincoats has 
soared to sudden popularity on the 
basis of a telecast or two. But these 
are not continuing sales and they have 
not won the TV stations a continuing 


revenue. 


Si build a sound future, the indus- 

try needs continuing programs. 
And these should improve in quality 
and viewer acceptance. As audiences 
increase in size, it is only logical that 
advertisers should pay more in order 
to make their sales approach. 

In its present form advertising is 
based on repetition. But when this 
repetition is to be made on TV where 
the sponsor’s time can cost as much as 
$8,000 a minute, advertising directors 
begin to feel faint. TV costs today 
have reached a point where some ad- 


vertisers are beginning to drop out. 

Top TV shows cost about $40,000 
an hour and one of them runs up a bill 
of $80,000 in the course of its sixty 
minutes. Most advertisers do not dare 
take more than ten minutes of the hour 
for their own use for fear of offend- 
ing their public. 

In spite of time and money-saving 
innovations, it costs about $25,000 to 
stage a dramatic program for the TV 
camera and this does not count in the 
actual telecasting charges. A _ full- 
fledged drama can be put into shape 
for a Broadway introduction for about 
four times that amount. 

If the Broadway show is a hit it can 
be expected to run a year or more and 
gross about a million dollars. With 
nearly half of the nation’s 45,500,000 
households wired for TV, the telecast 
performance has a limited life ex- 
pectancy at best. 

The leader of one company that 
sponsors a highly rated show recently 
told his audience that viewers who 
enjoyed the program would have to 
buy more of the advertised product 
or the company would have to drop 
the TV item from its advertising 
budget. 


| ag ciggeare it mildly, the TV industry 
is avid for revenue. While 1952 
figures are not yet available, the 108 
stations which were on the air in 1951 
are reported to have taken in $235,- 
700,000. Expenses of $194,100,000 
left an income (before Federal taxes) 
of $41,600,000. Industry spokesmen 
are predicting revenues of $750,000,- 
000 a year from national advertising 
by the end of 1954 and of a billion dol- 
lars a year from the same source in 
1956. 
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If telecasting stations, which repre- 
sent a plant investment of about $400,- 
000 each, are to continue to spread 
across the country, revenues of such 
an order are required. To bring these 
sums in to the stations, advertising ex- 
penditures for TV must be roughly 
double that amount. There are pro- 
duction expenses of many kinds that 
are not reflected in station revenue. 

There is some doubt that such an 
amount of advertising money can be 
lured into TV. Advertising expendi- 
tures are traditionally 3 per cent of 
national income, although in 1952 pre- 
liminary figures indicate they only 
amounted to $7 billion, or 2.4 per cent. 


Bows U. S. Department of Com- 
merce indicates a national income 
of $314 billion in 1956. At the present 
rate, this would imply expenditures of 
$7.6 billion for all forms of advertis- 
ing in that year, and mean that na- 
tional TV would take nearly a quarter 
of the total. TV could only do this (1) 
at the expense of other media or (2) 
by so increasing sales that the expense 
was justified as an extra one. 

In the first instance, the public in- 
terest in other forms of advertising 
such as newspapers, magazines, and 
radio cannot be neglected. And the 
effectiveness of advertisers remaining 
in these media is naturally increased 
if their competitors move to TV. 

As for the second instance, TV 
would have to move about $50 billion 
worth of additional consumer products 
if its expenses are going to be met 
without cutting the present programs 
in other media. It seems impossible at 
this writing that the nation could 
afford that many dollars’ worth of ad- 


ditional consumer products three years 
from now. 

This leaves TV astride a most un- 
comfortable rail. Who is going to pay 
for the programs? 


ge pdeneciing TV seems to be the 
only answer to the dilemma. With 
this system, viewers would select the 
programs they want and get them only 
on payment of a fee. Leased lines and 
various screening devices would be 
used to keep out gate crashers. 

Piped-in telecasts already have 
proved successful in several cases. The 
signals have been carried from city to 
city without being broadcast and were 
only visible incertain theaters equipped 
with supersize TV screens. Prize 
fights and even an opera have proved 
the value of this method. Using box 
office receipts as a lever, theater TV 
may be able to pry several of the na- 
tion’s most popular spectacles away 
from commercial advertisers. 

If a good program is not on the air, 
that means fewer sets in use. If the 
pay-as-you-go principle becomes stand- 
ard TV practice, residential power 
sales due to set use will certainly drop. 
But the commercial sales affected by 
TV should be regained. 

Allin all, TV is like a bear harnessed 
to a pony cart. When the animal was 
a little cub, it seemed a good idea. The 
beast was intriguing and docile. 

But the cub has grown. The Ameri- 
can public and the electric industry, 
riding in the pony cart, are beginning 
to feel some bumps and bruises. The 
path ahead turns into a rocky land of 
which little is known. Whether the 
electric industry will be tossed out of 
the cart remains to be seen. 
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Utility Company Supply for 
Atomic Energy Development 


Here is a story about one of the biggest power development 

projects in the postwar history of this country. It involves the 

building of an electric power supply plant for the Atomic 

Energy Commission’s billion-dollar uranium diffusion project 

near Portsmouth, Ohio. It is being carried out under a con- 
tract banding together fifteen private utilities. 


By GEORGE W. KEITH* 


N October 15, 1952, R. W. 
() Cook, director of production 
for the Atomic Energy Com- 
mission, and Philip Sporn, president 
of American Gas & Electric Company, 
New York, signed a contract banding 
together fifteen private utilities to fur- 
nish, “the greatest single bloc of pow- 
er supply ever to be provided by any 
company, or group of companies,” 
Sporn said, for the AEC billion-dollar 
uranium diffusion plant, near Ports- 
mouth, Ohio. 

The New York Times dubbed it 
“one of the most comprehensive un- 
dertakings in the power industry’s his- 
tory.” 

But to this writer, and many not 
connected with the industry in any 


*For personal note, see “Pages with the 
Editors.” 
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way, it was more than that. Long 
viewing with growing anxiety the 
ever-expanding schemes to usurp the 
functions of the states and of private 
business, this signing assumed the 
proportions of a new Magna Charta 
of hope for the nation. 

The AEC deserves a bow of grati- 
tude. 


Femme eune conditions in 1953 are 
not identical with those resulting 
in Magna Charta, itself, there are 
striking resemblances. 

In Britain, by AD 1215, the state 
had become all-powerful; the King 
could do no wrong. In the United 
States, by 1953, the state, by its own 
machinations, and admission, had be- 
come “the world’s largest power pro- 
ducer”! 
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oUNSEL for the Department of the 
Interior had declared in open 
court that that Secretary’s interest in 
building a proposed power plant at 
Roanoke Rapids, North Carolina, “‘is 
greater than that of a private competi- 
tor,” because of “his powers of great 
importance.” 

Thus, in a democracy, the republic 
which was first to officially recognize, 
respect, and uphold the dignity and 
sovereignty of the people, the govern- 
ment, itself, was found defiantly plac- 
ing the power of its people beneath the 
“powers of great importance,” im- 
puted to himself by a high officer of 
that government. 

Approximately one-fourth the land 
area of the United States was “ruled” 
by this Secretary, and annually more 
territory was being added through 
purchase, or fiat. 

Great so-called “authorities” had 
been established, with greater ones 
promised, bringing to this free coun- 
try some of the extraterritorial condi- 
tions prevailing in China at one time. 

These implied Chinese inability to 
cope with all situations with the proper 
skill and firmness. , 

The same implication can be read 
into the rise of the valley authorities. 

Private business was incompetent. 
Our system of government was in- 
adequate. Law by check and balance 
between the executive, judicial, and 
legislative was too slow, too cumber- 
some—outmoded. 

“Little” states were incapable of 
tuling themselves. They needed the 
wisdom and knowledge that centered 
in, and emanated benevolently from, 
Washington. 

Over and over again we heard 
that only the Federal government 
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possessed this wisdom, this knowledge, 
this power, and the funds to visualize 
and carry out the tremendous projects 
necessary for the “conservation of our 
natural resources.” 

Highest-placed officials went up and 
down the land preaching the doctrine 
that the only answer was to be found 
in the “authority” with a single man- 
ager. 

And all the while they denounced 
“private monopoly,” and particularly 
the “electric power monopoly.” 

They did not realize, or did not care, 
that they were impeaching themselves 
when they pretended there was mo- 
nopoly, where none existed, in the face 
of myriad laws at their command de- 
signed to prevent or destroy monopoly. 

By 1952, under rigid municipal, 
state, and national regulations, and 
largely in spite of these, the electric 
power industry had become a $23 bil- 
lion behemoth, producing energy in 
such quantities as to astonish the 
world, except the little world which 
worshiped at the shrine of “the author- 
ity.” 

These green-eyed folk, working in 
direct competition with private pro- 
ducers, had by now controlled around 
20 per cent of this production, but 
never stopped accusing private opera- 
tors with attempting to destroy our 
“democratic institutions.” 


\ ‘ JitH admirable restraint and 
patience and, I am afraid, witha 


certain timidity, the power people re- 
futed these accusations with facts and 
figures, which seemingly fell on un- 
heeding ears. 

But somebody must have listened. 
For, whereas the barons of 1215 


concessions from King 
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“wrested” 
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John by force, the Portsmouth con- 
tract seems to have been won by pre- 
cept and example, as it were, with the 
results of private operations speaking 
for themselves, almost, through the 
able representations of Philip Sporn 
and his colleagues. 

And, whereas the barons boasted 
and bragged of their victory, we find 
the electric power industry modestly 
accepting this unprecedented contract, 
not as a victory over an enemy, but as 
a “challenge” from a friend. 


HE Ohio Power Review, organ of 
the Ohio Power Company, called 
it an “unparalleled challenge,” adding, 


But the fifteen companies that have 
rolled up their sleeves and offered to 
supply 1,800,000 kilowatts of elec- 
tricity to one customer are glad to have 
the opportunity to show that they can 
do the job. 


Of what will that job consist? It 
will mean producing annually, for the 
almost insatiable maw of the AEC dif- 
fusion plant, 15 billion kilowatt hours 
of energy, which figure represents 
roughly 25 per cent more than the 8,- 
000,000 consumers of New York city 
demand. And, double that of Detroit! 

Or, two-thirds of the consumption 
of the whole state of Ohio in 1951; or, 
again, this 15 billion would be 2 per 
cent of the total U. S. capacity. 

To supply the unusually heavy load 


e 


two entirely new plants are beis 
erected, one by the Ohio Valley Ele 
tric Corporation, near Gallipolis, Ohi 
and the other by the Indiana-Kentuck 
Electric Corporation, near Madiso 
Indiana. 

These will employ the last word ® 
modern equipment, eleven turboele@it 
trical 200,000-kilowatt units, with 
total generating capacity of 2,200,0 
kilowatts. 


This is more power than any singM,t 


company of the fifteen, or even sever 
combined, can now turn out. 


Spee hundred miles of 330,00§; 
volt transmission lines linking t 
fifteen companies with AEC, for po 
er during construction, equal the hig, 
est voltage now planned in this cou 
try. 

Power will be delivered from ti 
two new plants to the diffusion cen 
over the same kind of high-volta 
lines. 

At all times this will be backed up| 
theexisting high-voltage electric tran 
mission systems of the fifteen cot 
panies, each directly, or indirectly 
terconnected with every other cot 
pany. 

Operating in parallel with others) 
tems, this boomerang-shaped tras 
mission network, extending fr 
Evansville, Louisville, and Lexingtt 
on the southwest, to Toledo a 


resulting in Magna Charta, itself, there are striking re- 


q “ALTHOUGH conditions in 1953 are not identical wit hthose 


semblances. In Britain, by AD 1215, the state had become 
all-powerful; the King could do no wrong. In the United 
States, by 1953, the state, by its own machinations, and ad- 


mission, had become ‘the world’s largest power producer’ 
366 
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agerstown, Maryland, on the north 
id northeast, to Roanoke, Virginia, 
the southeast, constitutes the larg- 
@ in the U. S. 

The first 200,000-kilowatt unit is 
pected to kick in at Madison by 
pnuary, 1955, and all eleven by June, 


ele s6, 


ow all these details, and the plan- 
ning needed for their consum- 
§@ation, must strike the man who plans 
) build his own home for about $25,- 
)0, as requiring years of time. 
Yet, in less time than it would take 
is man to start cellar digging—well, 
the Charleston Daily Mail’s edi- 
rial tell it. This West Virginia 


ig@per said, in part, under the caption: 


A Lesson 1n “Know-How” 


It began—and this is the remark- 
able part—only last January 23rd 
[1952], when the AEC called utility 
@ executives together in Washington, 
and announced that the AEC wanted 
1,800,000 kilowatts for the Portsmouth 
M plant, plus 400,000 in reserve, and 
wanted them in a hurry. Could the 
JePtivate interests do the job? 

There was some momentary hesita- 
tion. This was an order on an un- 
precedented scale. .. . more power than 
Boulder dam and Bonneville projects 
combined. There was . . . no organiza- 
tion with the sheer size or experience 
ang with finality that it could be 

ne, 

But after this moment of doubt the 
Utilities said, yes, “We'll do it.” 

Combining their planning resources 
...0n May 12th they submitted rough 
plans. On October i5th . . . fifteen of 
“4 utilities formed the OVEC and IK- 


_In the meantime . . . they were put- 
ting together the financial structure 
($400,000,000) required. ... 

All told, it took less than nine 
months from the word “Go!”, and it 
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might be cited as a brilliant example 
of what private enterprise can do if it 
is given the chance, 


| i the opinion of the press generally, 
the AEC used excellent judgment 
in suggesting and acceding to this 
arrangement, as against planning, 
financing, erection, and operation of 
the power plants by the Federal gov- 
ernment. 

For actual “know-how,” the com- 
mission went to the true know-how 
department, a canvass of the partici- 
pating companies by this reporter re- 
veals. 

Fourteen of these show an aggre- 
gate of 969 years of experience in the 
public utility field. One company 
failed to answer my questionnaire, but 
since the known average is sixty-nine 
years, the total most certainly would be 
at least a thousand years! One com- 
pany alone, 115 years! 

As far as can be learned, the first 
venture of the Federal government in 
public power was in 1910 in Wyo- 
ming, and this was tied in with irriga- 
tion. 

The banks and insurance companies 
which so readily subscribed toward 
raising the funds needed for this AEC 
power project must have taken these 
figures into consideration before they 
invested your and my money. 

These private funds represent near- 
ly a half-billion dollars the govern- 
ment did not take from the Treasury, 
and seemingly mark the beginning of 
a reversal of the trend which regarded 
that Treasury as an inexhaustible 
Golconda. 


AD the government elected to do 
the job, “with the usual waste 
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Progressive Public Ownership 


66 PDunnNinNG true to form, if either Interior or TVA took over OVEC 

and IKEC, like all authoritarians, they would start looking 

around for new fields to conquer. Soon the squeeze, in the form of the 

‘preference clause,’ would be put on private companies for miles around; 

and before we realized it, we would be surrounded in the Ohio valley 

area by government power plants, with all the inadequacies and in- 
equalities this kind of operation insures.” 





and extravagance,” as the Cincinnati spared 425,000 kilowatts needed for 
Times Star puts it, the power plants construction. 
would pay no taxes. Several companies, from patriotism, 
Under private operation they start would have hooked up to answer the 
to pay local and Federal taxes at once call, but it would no doubt have been 
— taxes you and I will be relieved galling to help an obvious competitor 
from paying, year after year. (Hamil- become the greatest power factor in 
ton county, where I live, the Ohio the nation. 
Chamber of Commerce says, will have As things stand, interim power is 
the highest per capita in the state, being furnished the projects; a multi- 
$885, to meet the Truman $78 billion million-dollar fire, early in January, 
for the next fiscal year. Hence the destroyed a third of this necessary 
writer’s interest in shaving expend- wattage at the Tanners Creek, Indi- 
itures. ) ana, plant of the Indiana & Michigan 
Electric Company. 
yy is doubtful if the government This was an emergency which had 
could have undertaken construc- been foreseen, and several of the other 
tion without “borrowing” help from fifteen outfits supplied the shortage, 
the industry. with little or no delay. Which illus- 
Too, it would have had to call on _ trates the wisdom of dividing the onus 
private power to furnish interim en- of responsibility among many depend- 
ergy; no one company could have able private utilities. 
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One company, alone, has over 600 
employees with twenty-five years, or 
more of service—approximately 15,- 
000 years! 


, ewe important factor, com- 
forting to the average taxpayer, 
is found in private operation. 

Were the heretofore prevailing pat- 
tern followed, the Department of the 
Interior, or even the Tennessee Valley 
Authority, might wind up running the 
power plants. — 

TVA’s lust for power, and self- 
glorification, and refusal to share the 
spotlight with private industry, was 
shown when the press notices at first 
stated the 15-company power combine 
would be the biggest in the world. 

The valley press agents rushed into 
print to say that the new Shawnee 
plant under construction at Paducah 
will be bigger than either installation 
for the Portsmouth project. Shawnee, 
TVA said, would have 10 generating 
units in operation by April, 1955, with 
rated capacity of 1,350,000, while 
Madison would have but 1,200,000, 
and Gallipolis only a million. 

Running true to form, if either In- 
terior or TVA took over OVEC and 
IKEC, like all authoritarians, they 
would start looking around for new 
fields to conquer. 

Soon the squeeze, in the form of the 
“preference clause,” would be put on 
private companies for miles around; 
and before we realized it, we would be 
surrounded in the Ohio valley area by 
government power plants, with all the 
inadequacies and inequalities this kind 
of operation insures. 

This “preference clause,” like Santa, 
of the same name, makes you believe 
you are getting something for nothing, 
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which is only a snare and a delusion. 
You have to grow up to find this out. 


HE Pacific Northwest was once a 

fertile ground for the squeeze. As 
an illustration, is the story of a Secre- 
tary of the Interior, now deceased, 
trying to force a large going power 
plant to sell. 

In spite of the menace of surround- 
ing Federal power plants, the “offer” 
was declined ; the Secretary, in person, 
told the president of the utility, “You'd 
better give up. We'll get you any- 
how!” 

These are shocking words from any- 
body, but from a member of the Cabi- 
net of the President of the United 
States, they seem beyond belief; like 
lines from a crime script—unreal, but 
terrifying in their implications. 

Yet, they were not only uttered that 
time, but many other times. But, for- 
tunately, the executive threatened had 
the funds and fortitude to hold out, 
and his company is still a going, still a 
great, independent concern. However, 
many of the little fellows did succumb. 

Nothing written here is to be con- 
strued as indicating AEC has been, or 
would be, party to such devious doings. 

Quite the contrary, as evidenced by 
contracts awarded at Paducah to Elec- 
tric Energy, Inc., a private utility 
combine to supply power for AEC’s 
explosives plant, and by the Ports- 
mouth project award. 

The commission displayed hearten- 
ing confidence in private industry, the 
ordinary taxpayer feels, in inviting 
eleven utilities (some of them among 
the Portsmouth fifteen) to aid the 
Dow Chemical Company and Detroit 
Edison, in developing a nuclear reactor 
to produce industrial power. This 
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project envisions supplanting coal 
with atomic energy, some day. 

Toward this each company will 
contribute one or more qualified men 
on a full-time basis, a research en- 
deavor expected to benefit not only in- 
dustry, but all mankind. 


HIs sort of friend-lend-friend is 

entirely different from donating 
technical experience in an unfriendly 
atmosphere, only to have, when the 
work is completed, a Judas finger in- 
cite the populace to hoist private indus- 
try on a socialistic gibbet. 

Swapping brains between govern- 
ment and industry should be en- 
couraged when the air before, during, 
and after the event is friendly and up- 
lifting. 

The other kind is depressing, dis- 
couraging, and should be suppressed. 

I tried to get a statement from 
utility executives to the effect that the 
Portsmouth contract was awarded on 
the basis of past performance by pri- 
vate industry, and was to be accepted 
as an unqualified endorsement of pri- 
vate enterprise. 

All I could get was, this was a job 
to be done, and the Ohio valley was 
the natural setting for it, because of 
proximity to coal, and other factors, 
and it was only natural that private 
companies, with already interconnect- 
ing facilities, were the obvious ones to 
do it. 


e 


I’m glad to report I could find no 
scintilla of evidence of a “power 
monopoly propaganda lobby” we've 
been hearing about so frequently, dur- 
ing the election campaign, especially. 

No patting itself on the back, as in 
the accepted TVA manner. Only 
modest joy at getting the prodigal 
son’s reward in the opportunity to “do 
its stuff,” and prove to Uncle the “bad 
boy” angle had no basis in fact. 


( eee politics played no part 
in the thing, as it was signed, 
sealed, and delivered before the ava- 
lanche. 

However, the taxpayer finds added 
glee in a statement which probably 
was dictated while the votes were 
being counted. 

Dr. Raver, chief of the Bonneville 
Power Administration, is quoted as 
saying, “I suggest we take power com- 
pletely out of the hands of the Federal 
government and place it in the hands 
of a regional board, either elected, or 
appointed by the governors of the 
states concerned.” This from a 100 
per cent public power advocate! 

(When Secretary of Commerce 
Herbert Hoover said this in 1926 it 
was new. Raver now proposes it as a 
novel idea. ) 

Raver’s suggestion that financing of 
dams for power be done through the 
sale of bonds on the open market has 
been made countless times. 


effect that the Portsmouth contract was awarded on the 


q “T TRIED to get a statement from utility executives to the 


basis of past performance by private industry, and was to be 
accepted as an unqualified endorsement of private enter- 
prise. All I could get was, this was a job to be done, and the 
Ohio valley was the natural setting for it...” 
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The fact that Secretary of the In- 
terior Douglas McKay called the move 
“on the right track,” adds fuel to the 
flame in the taxpayer’s breast, that the 
Portsmouth project signing really is a 
new Magna Charta of hope. 


M we also hope that Uncle Sam 
will get rid of the 100 important 
private business enterprises the Hoo- 
ver Commission mentioned about four 
years ago? They’re worth about $27 
billion and make the Federal govern- 
ment the biggest of all businesses. And 
cut the budget 10 per cent, saving tax- 
payers half a billion a year? And let 
these enterprises start paying taxes, 
too! 


Participating Companies 

Appalachian Electric Power Company, 
Roanoke, Virginia 

Cincinnati Gas and Electric Company, 
Cincinrati, Ohio 

Columbus & Southern Ohio. Electric 
Company, Columbus, Ohio 

Dayton Power & Light Company, 
Dayton, Ohio 

Indiana & Michigan Electric Com- 
pany, Ft. Wayne, Indiana 


Kentucky Utilities Company, Lexing- 
ton, Kentucky 

Louisville Gas & Electric Company, 
Louisville, Kentucky 

Monongahela Power Company, Fair- 
mont, West Virginia 

Ohio Edison Company, Akron, Ohio 

Ohio Power Company, Canton, Ohio 

Pennsylvania Power Company, New 
Castle, Pennsylvania 

Potomac Edison Company, Hagers- 
town, Maryland 

Southern Indiana Gas & Electric 
Company, Evansville, Indiana 

Toledo Edison Company, Toledo, 
Ohio 

West Penn Power Company, Pitts- 
burgh, Pennsylvania 


Philip Sporn is president of both 
Ohio Valley Electric Corporation and 
Indiana-Kentucky Utility Corpora- 
tion. Ernest S. Fields is vice presi- 
dent of OVEC. H. A. Kammer ts 
vice president of both. G. R. Arm- 
strong is vice president of IKEC. E. 
W. Wilkinson is secretary-treasurer of 
both. William H. Zimmer is assistant 
secretary-treasurer of OVEC. 





<— Federal finance is closely interlinked with our na- 
tional security. In consequence, the battle for survival 


can be lost without firing a shot, through frittering away our re- 
sources on national and international commitments beyond our 
capacity. This is well understood by the Communists, as Stalin 
has boasted: ‘We shall force the United States to spend itself to 
destruction.” We must cease playing into the hands of our 
enemies by pursuing unsound fiscal policies. It is vital that 
herotc efforts be made to preserve the national solvency, which, 
together with our technological superiority, is the chief bul- 
work against Communist aggression.” 

—Excerpt from 

New England Letter, 
published by The First National Bank of Boston. 
371 MAR. 12, 1953 





Washington and the 
Utilities 





aa HT 











St. Lawrence Again 


7S revival of the Lehman-Roose- 
velt bills (S 1010 and HR 3190) 
to put the Federal government back in 
the picture on the development of St. 
Lawrence power, is taken by Washing- 
ton observers as simply a bargaining 
point in a collateral argument over the 
seaway feature of St. Lawrence devel- 
opment, now going on among Senators 
from the Great Lake states. It is gen- 
erally expected that the present admin- 
istration will not move to inject the Fed- 
eral government once more as a stum- 
bling block to efforts of New York state 
and the Province of Quebec to work out 
St. Lawrence power development sepa- 
rately from any development of the sea- 
way. 

The public power bloc in Congress, 
spearheaded by the two New York 
Democratic Congressmen, Senator Leh- 
man and Representative Roosevelt, is 
unhappy over the lack of a “preference 
clause” in the New York State Power 
Authority statute. They accordingly 
threw in their bills to make a last stab at 
Federal participation on behalf of public 
power agencies, when the St. Lawrence 
power is developed. 

But more likely, the Federal Power 
Commission will move soon to give the 
New York Power Authority its license 
to go ahead with the hydroelectric devel- 
opment in collaboration with the Cana- 
dian Province, and that will be the end 
of that argument as far as the Federal 
government is concerned. Meanwhile, 
the Great Lake area Senators are squab- 
bling over separate legislation to author- 
ize the Federal government to dredge a 
seaway. Some of the Senators want to 
start off with a seaway which would 
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eliminate channel shoals in the Interna- 
tional Rapids section and thereby remove 
the principal navigation barrier. Senator 
Thye (Republican, Minnesota) leads a 
group of Congressmen from states fur- 
ther to the west who would like to have 
the channel go all the way to Duluth, 

Aside from the fact that the prevailing 
tone of economy in the 83rd Congress 
clouds the chances of any of these bills, 
the weight of sentiment in Congress 
seems inclined more towards the half-a- 
loaf progress suggested by Senator 
Bricker (Republican, Ohio). 


5 
Controls Crumbling 


HE abnormally warm winter weather 

has brought an early end to the re- 
striction on space-heating customers im- 
posed on utilities distributing natural gas 
in the so-called Appalachian area. This 
was the restriction known as PAD Or- 
der No. 2, which was first put into effect 
prior to the heating season late in 1951 
when the shortage of natural gas supply, 
because of deferred pipeline building and 
storage, threatened the adequacy of serv- 
ice in the area affected. The Petroleum 
Administration for Defense, which pro- 
mulgated the order, will probably con- 
tinue to function in some form or another 
even after the present expiration of ma- 
terial controls. But the need for the 
space-heating limitation is now believed 
to have just about disappeared. 

The new PAD order revoking the 
space-heating regulation was approved 
by top PAD authority, and became effec- 
tive March Ist. The present thinking at 
PAD is that no shortage emergency 
could arise between March Ist and the 
end of the present heating season. Be 
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fore the next heating season begins, it is 
believed that there will be sufficient pipe- 
line and storage capacity to avoid the 
necessity for reviving PAD Order No. 
2. If events prove otherwise, such an 
order could be quickly re-established— 
if PAD is still in business at that time. 

The order had been in effect for nine- 
teen months in New England, Middle 
Atlantic, and some middle western states, 
J. Ed Warren, Deputy Administrator, 
said “we issued the order to make sure 
that no defense plants would be deprived 
of essential fuel through any shortage of 
gas. Our surveys now indicate that the 
purpose has been fulfilled.” In revoking 
the order, PAD explained that in some 
areas “local control (as distinguished 
from Federal control) over extensions of 
natural gas use will probably have to be 
retained until the gas industry is able to 
provide adequate supplies to meet all 
demands.” 


LONG another crumbling control 
front, the Office of Price Stabiliza- 
tion continued its piecemeal decontrol of 
prices. Among actions taken last month 
was a revocation of OPS Ceiling Price 
Regulation 17, This freed natural gas, 
petroleum gas, casinghead gas, and re- 
finery gas from OPS price ceilings. At 
the FPC there was no definite impres- 
sion as to the possible effect of this action 
upon natural gas rate cases. It was 
pointed out, unofficially, that most cases 
pending before the FPC involved gas 
under long-term supply contracts which 
were not subject to OPS price ceilings 
anyhow. It was believed that the col- 
lateral effect of freeing field prices would 
eventually have an impact on the regu- 
latory situation, if a definite field price 
trend is experienced following revoca- 
tion of the OPS regulation. 


> 


U. §. Project Labor Relations 
Rapped 


SENATE Labor Committee report on 
labor relations on Federal project 
construction work was released last 
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month, The report is a hang-over from 
a committee assignment during the 82nd 
Congress. It includes sharp criticism di- 
rected at Interior’s Reclamation Bureau, 
Army Engineers, and the Department of 
Labor. Of the five cases investigated, 
three concern Reclamation transmission 
line projects; one telephone line job at 
the bureau’s Hungry Horse dam; and 


one Army Engineer project—Bull Shoals 


dam (Arkansas). The report was not re- 
leased earlier because the contractors in- 
volved had not had an opportunity to an- 
swer the charges publicly, according to 
Senator Murray (Democrat, Montana), 
former Senate committee chairman. 

Evidence of awarding contracts to in- 
experienced or “shoestring” operators 
was noted in the report, prepared by A. 
K. Christie, a committee economist. The 
report concluded: 


Private industry has set up stand- 
ards and conditions of work which 
have become the prevailing practice. 
It is not right that the Federal govern- 
ment . . . should be in the position of 
tearing down these standards . . 


“The agencies have made a farce of 
many phases of construction, through the 
inclusion of trades that should not be in- 
cluded,” according to the committee’s re- 
port. The responsibility of the Labor De- 
partment, as well as the constructing 
agency, was emphasized. Labor was 
chided for inept and unrealistic classifi- 
cations. The details provide a lesson in 
bureaucracy: “The Secretary of Labor 
is presumably vested with the authority 
under the Davis-Bacon Act to determine 
proper classifications and wage rates. 
This has not been done,” according to 
Christie. He criticized Labor’s failure to 
include a lineman classification. 

Reclamation was criticized for not fol- 
lowing the prevailing (private) practice 
of one groundman to one lineman for 
efficient operation in line erection and 
stringing. “It behooves the bureau .. . to 
see that the same standard is adhered to,” 
the report commented. On one job at op- 
eration peak the contractor had thirteen 
linemen on the payroll. 
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AT&T Annual Report 


HE telephone served more homes 
and businesses, more farms, more 
factories, and more people in 1952, ac- 
cording to the recent annual report of 
the American Telephone and Telegraph 
Company. “Telephone service for de- 
fense continued to get first attention 
throughout the year,” Cleo F. Craig, 
president of the company, stated. “The 
Army, Navy, and Air Force called on 
Bell Telephone Laboratories and Western 
Electric, our research and manufacturing 
organizations, to perform an increasingly 
large amount of work, including the de- 
velopment, engineering, and production 
of military communication equipment 
and advanced electronic weapon systems. 
“New equipment and methods are 
playing a more and more important part 
in enabling telephone men and women to 
better serve their communities and the 
nation. New facilities installed during the 
year were the best we have ever put into 
use. Our research work opened up new 
promise for the future,” Craig said. 
Earnings on total Bell system capital 
were at the rate of 5.9 per cent, substan- 
tially the same as the 5.8 per cent earned 
the previous year. Consolidated system 
earnings per share of AT&T stock were 
$11.45, compared with $11.76 in 1951. 
Total operating revenues for the system 
were $4 billion, an increase of $400,000,- 
000 over the preceding year. This in- 
crease was largely offset by higher oper- 
ating costs and taxes. Craig explained 
that although intrastate telephone rates 
were adjusted upward in 37 states, earn- 
ings were adversely affected by the pres- 
sure of higher costs. “Better equipment 
and more efficient operation,” he said, 
“have prevented costs from reaching 
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even higher levels, but technical and op- 
erating improvements alone cannot off- 
set the effects of inflation. As a result the 
telephone companies continue to find it 
necessary to obtain increases in the rates 
charged for service.” 


ELL system operating taxes were 

$706,000,000 and Bell customers 
paid telephone excise taxes amounting to 
$615,000,000, bringing total direct taxes 
on Bell telephone service last year to $1,- 
321,000,000. This was equal to $2.85 
per telephone per month. “We have 
often pointed out that the telephone 
bears an unusually heavy tax load,” 
Craig said, “and we shall continue to 
present to the taxing authorities our 
views as to why and how this burden 
should be reduced. Though the telephone 
is far from being a luxury, telephone ex- 
cise taxes are much higher than those 
imposed on any other essential service or 
product. They discriminate against tele- 
phone users.” 

The report reveals that four out of five 
Bell system telephones are now dial in- 
struments and operators dial two out of 
every five long-distance calls straight 
through to the distant telephone. A trial 
of customer long-distance dialing in En- 
glewood, New Jersey, proved successful. 
Englewood telephone users are able to 
dial directly about 11,000,000 telephones 
in a dozen areas from coast to coast. 
“The Bell companies expect to provide 
similar service in several other areas in 
1953 and 1954,” Craig stated, “and in 
co-operation with the independently 
owned telephone companies of the na- 
tion, they will work toward extending it 
all over the country.” 

New radio relay and coaxial cable sys- 
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tems were placed in service during 1952 
which can carry hundreds of telephone 
messages at the same time and can also 
carry television programs, according to 
Craig. He said that at the end of the year 
long-distance television channels served 
115 stations in 72 cities and made it pos- 
sible for more than 90,000,000 people to 
view network programs. 


ouR recent developments by Bell 

Laboratories illustrate current prog- 
ress in the continuous effort to improve 
service and hold down cost, One is the 
transistor, a new kind of electronic de- 
vice which, although not a vacuum tube, 
can do many things that vacuum tubes do 
and many more besides. Other develop- 
ments include an improved “wire spring 
relay,” a new type of magnetic switch 
which has longer life, is cheaper to make, 
and operates more reliably ; a special tool 
to connect wires to metal terminals with- 
out soldering ; and a new carrier system 
called the “L3” which increases from 
600 to 1,800 the number of conversations 
each pair of coaxial tubes will handle. In 
short, Craig concluded, “the value of the 


telephone has reached a new high.” 
+ 


New Rate Legislation 
Sought in Maine 


RESSURE is mounting in Maine for the 

enactment of legislation to permit the 
state public utilities commission to deter- 
mine rates on a “net investment” rather 
than the “current cost” basis, which the 
state supreme court has ruled must be 
used under existing laws. As reported in 
the February 26th issue of PUBLIC 
UtiLities ForTNIGHTLY, the high court 
recently ordered the commission to re- 
consider its refusal to grant a $2,600,000 
annual rate boost to the New England 
Telephone & Telegraph Company. The 
court held that the commission erred in 
basing its order on the company’s net in- 
vestment instead of current costs. 

Probability that a change in the law 
would be sought to permit continued use 
of the “net investment” procedure was 
heightened after resignation of the com- 
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mission’s chairman, Frank E. Southard. 
Southard protested that the court’s de- 
cision in the New England Telephone 
Case makes rate cases “too heavily loaded 
in favor of the utilities. I just do not have 
the nervous energy,” he wrote Governor 
Cross in his letter of resignation, “to 
carry on the work now to be thrust on 
the PUC, neither do I see a chance to 
protect the public from unjust and unfair 
demands.” 

Southard said that the commission has 
been using the “net investment” proce- 
dure with all utilities for twenty years 
without complaint from any other utility. 
“Now,” he continued, “the commission 
must consider various other kinds of 
‘value,’ all of which will substantially ex- 
ceed the investment figure. Utilities will 
now set the rates and the commission will 
rubber stamp approval with public inter- 
est ignored. All utilities in Maine will 
undoubtedly avail themselves of the 
chance to get on the gravy train...” 


a 
Newton Heads CED 


LIFFORD L. Newton of Atlanta, 
Georgia, has been appointed direc- 
tor of the National Production Author- 
ity’s communications equipment division. 
Newton succeeds Ralph F. Lucier of In- 
diana, who has returned to his post as 
president and general manager of the 
United Telephone Company, Inc., and 
the Jasper Telephone Corporation. Lu- 
cier will continue to serve NPA asa con- 
sultant. 

Newton is on leave from Southern Bell 
Telephone & Telegraph Company where 
he holds the position of superintendent of 
supplies and motor vehicles. He assumes 
his temporary duties with NPA at a time 
when the future of the materials controls 
program is very much in doubt. The par- 
tial discontinuance, or “open ending,” 
of the controlled materials plan (CMP) 
was recently announced by the Office of 
Defense Mobilization. 

NPA Communications Equipment 
Division is now down to less than a dozen 
employees, as compared with fifty a year 
ago. 
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Wall Street on the Electric Bond 
And Share Integration Plan 


igre BonpD AND SHareE’s “final 
comprehensive” integration plan was 
approved by the Securities and Exchange 
Commission January 27th with various 
modifications which have now been ac- 
cepted by the company. The major prob- 
lem before the SEC, over the past year 
or so, has been the method of reducing 
Bond and Share’s holdings of United 
Gas stock from 27 per cent to less than 
5 per cent of that company’s common 
stock (11,719,000 shares). In connec- 
tion with the original plan, which con- 
templated disposing of the stock over 
a 3-year period, 525,000 shares were 
offered to EB&S stockholders in Novem- 
ber, 1952, through subscription rights on 
a 1-for-10 basis at $22.50 a share. This 
reduced the holdings to 2,640,745 shares, 
of which Bond and Share seeks to retain 
permanently 567,031 shares. Over the 
next two years it will dispose of the re- 
maining 2,073,750 shares as follows: 
1953 1954 

Shares Shares 
892,500* 

525,000 


210,000 210,000 
236,250 


1,102,500 971,250 


Capital contribution ... 
Rights to stockholders . 
Dividend distributions . . 
Other methods 





*To be made as soon as practicable after 
final approval of the plan. 


After the plan is consummated, Bond 
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Financial News 
and Comment 


By OWEN ELY 


and Share will retain 100 per cent con- 
trol of Ebasco Services Incorporated, the 
engineering and service organization, and 
a 54.6 per cent equity interest in the re- 
organized American & Foreign Power 
Company, together with an investment 
portfolio including the small remaining 
investment in United Gas, Bond and 
Share will then be classed as an invest- 
ment company, but during the 1953-54 
interim period its investment policy may 
be somewhat restricted. 


IRTUAL approval of the final plan (it 

must be formally approved by the 
SEC and a U. S. District Court) has 
resulted in market-letter comment by 
a number of brokerage houses regarding 
the outlook for EB&S. Truslow Hyde, 
Jr., of Josephthal & Co. points out that 
at the recent price of 284 for United Gas 
the capital distribution (expected within 
ninety days after court approval of the 
plan) would have a value of $4.84 per 
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share of EB&S. The two dividend dis- 
tributions (four shares of United Gas per 
100 shares of EB&S in each year) would 
be worth a total of about $2.28 a share. 
The subscription rights in 1954 (1-for-10 
at a price about 10-15 per cent below the 
prevailing market price of United Gas) 
would be worth about 25 cents. Thus, 
EB&S stockholders would receive a total 
of about $5.98 in 1953 and $1.39 in 1954, 
or a total of $7.37. By the end of 1954 
Mr. Hyde estimates that EB&S would 
have the following assets: 
Millions 
Working capital , 
American & Foreign Power (3,941,- 
985 shs. at 9) 
United Gas (567,031 shs. at 284) . 
Ebasco Services (at about three 
times recent estimated earnings) 


16.1 
10.0 


$136.6 


This would indicate an eventual value 
of $26 per share which, added to the 
1953-54 values to be given to stock- 
holders of $7.37, would make a total of 
$33.37 compared with the recent market 
price of around 243. Mr. Hyde estimates 
the company’s 1955 earning power per 
share as follows: 

Low Hi 
American & Foreign Power (a) $0.30 $0 
United Gas (b) 0.13 0 
Ebasco Services 0. 
Other investments (c) 0 


1 


Less EB&S expenses 


Estimated amount available 
for common $1.56 


(a) Based on dividends of $0.40-$0.80. 

(b) Based on $1.25 dividend rate. 

(c) Based on estimated return of 5-6 per 
cent on $55,000,000 invested funds (leaving 
$20,000,000 uninvested as working capital). 


Mt: Hype concludes that EB&S 
should eventually be able to pay 
dividends as a “return of capital” in a 
range of 95 cents to $1.50, and that over 
the longer term earnings and dividends 
might exceed these levels, particularly if 
the management is successful in handling 
the large investment portfolio. 

Horace Buxton of E. F. Hutton & Co. 
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makes a somewhat higher estimate of 
potential share earnings in 1954, arriving 
at a figure of $1.65 which he thinks might 
permit a tax-free dividend as high as 
$1.50. He has worked out some interest- 
ing figures on the tax-free feature: 
Ordinarily Taxable Dividend 
Equivalent to $1.50 from EB&S 
Before After 
EB&S Cost EB&S Cost 
Bracket of Recovered Recovered 
70% $5.00 $3.69 
60 3.75 2.77 
50 3.00 2.22 
40 2.50 1.84 


These returns would be related to the 
residual EB&S cost of less than $20, after 
deducting from the recent price the capi- 
tal distribution of United Gas shares 
expected around the middle of 1953. 


aa 


For Top 
Income Tax 


Utility Construction Program 
Cut Back 


HE editors of the various McGraw- 

Hill publications have written a 
series of brief annual reports on the in- 
dustries which they cover, combined in an 
attractive brochure called “The Pulse- 
beat of Industry” (#15 prepared in 
November and issued in January). This 
contains various articles on electric ap- 
pliances, radio, TV, electrical construc- 
tion and maintenance, electronics, atomic 
energy, the bus industry, etc., which 
should be of interest to utility executives. 
Fischer Black, editor of The Electrical 
World, presented a forecast for 1952-53 
for the electric utility industry as shown 
in the charts on page 378, and George 
C. Tenney, editor of Electrical West, also 
prepared a forecast of peak loads and 
generating capacity in the West through 
1954. The articles by these two men are 
summarized as follows : 

Originally the electric industry pro- 
posed to add 9,000,000 kilowatts generat- 
ing capacity in 1952 but this was scaled 
back to 6,500,000, and the 12,000,000 
kilowatts planned for 1953 will also be 
cut back to 8,500,000, these reductions 
reflecting principally material shortages, 
according to Mr. Black’s analysis. Corre- 
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sponding peak loads have also been re- 
vised downward, the increase for 1952 
being estimated to reflect a gain of only 
5,600,000 kilowatts over 1951, instead of 
the 10,000,000 kilowatts projected a year 
ago or earlier, For 1953 a gain of only 
5,000,000 kilowatts to 81,000,000 kilo- 
watts is now forecast by Mr. Black. 
Based on these figures, the margins of 
reserve for 1953 should approximate 16 
per cent at the time of the winter peak, 
corresponding to the desired margin of 
20 per cent; most areas should be ap- 
proaching adequate reserves by the end 
of 1953, he estimates. 


‘To Electrical W orld thinks that the 
rate of growth in kilowatt-hour sales 
is declining somewhat, and predicts that 
residential and rural sales will increase 
only about 11 per cent in 1953 compared 
with 15 per cent in 1951. Commercial 
sales are expected to gain only 7 per cent 
compared with 14 per cent in 1951. In- 
dustrial sales should continue to gain 
about 4 per cent per annum, which. re- 
flects mechanization only. 

The utility program still calls for an 
expansion of 42,000,000 kilowatts in ca- 
pacity for the years 1952-55, inclusive; 
after deducting the estimated 15,000,000- 
kilowatt increase in 1952-53 there would 
remain 27,000,000 kilowatts or about 
13,500,000 each per annum scheduled 


during 1954 and 1955. Including pubj 
as well as private power, constructig 
expenditures in 1953 are forecast at $4 
billion versus $3.8 billion in 1952. 

George Tenney, in writing about ¢ 
West coast, seems to be somewhat mo 
optimistic than Fischer Black. The pop 
lation will continue to grow in that arg 
at a rate three or four times the nation 
average, he predicts, with the aviatig 
industry continuing to gain an increasin 
proportion of national production. Pr 
vate utilities in this area are expects 
to spend 10-15 per cent more than th 
$510,000,000 expended in 1952 for con 
struction, and Federal spending will ad 
another $200,000,000. He attributes th 
serious power shortage in the Northwes 
to lack of rainfall, the slow Federal powe 
development program, disagreement b 
tween the power and fisheries interes 
and the Federal policy of “overselling 
potential electric output to aluminum 
producers. 

Non-Federal agencies on the coast pla 
to expand capacity by 1,000,000 kilowatt 
and this, together with the first larg 
blocks of new Federal Columbia rive 
power coming into production in 195) 
should eliminate the danger of furthe 
shortages by early 1954. Factors whic 
should stimulate still further growth i 
the West are the vast new oil and gas 
fields both in the United States 2 





Construction Expenditur 
Expand in 1953 With 30% Increase 
in Capacity Added 

wh CAPITAL ADDITIONS MILLIONS OF DOLLARS 
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How Utilities Are Revising 
Peak Load Estimates 
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anada, the policy of industrial decen- 
ralization which is helping the inter- 
mountain area, etc. He quotes Governor 
Warren of California as saying that “in 
e next ten years we are going to have 
» run like the very devil just to stand 
sill.” 
5 


Factors in 1951-52 Utility 


Financing 


@at;sasco SERVICES’ annual bulletin 
| “Analysis of Public Utility Financ- 
ng, Year 1952,” contains an interesting 
keries Of charts, two of which are here 
eproduced. The one on page 380 illus- 
ates the highly irregular monthly pat- 
en of utility financing during the year 
the only marked seasonal trend being 
he vacation letdown in August. The 
onths of January, 1951, and July, 1952, 
were exceptionally heavy—in both cases 
his was due principally to the subscrip- 
ion sales of debentures in huge amounts 
by American Telephone and Telegraph 
mecompany. 

The chart shown on page 381 illus- 
trates a condition with respect to bond 
financing which is perhaps not fully ap- 
preciated by the regulatory commissions 
which follow a “cost-of-money” basis for 
rate making. This is the fact that it is al- 
most always necessary to issue new bonds 
on yield bases which are in excess of the 
yields on issues already outstanding. 
Trading is comparatively light in many 
of the old issues (particularly on the 
New York Stock Exchange). Sometimes 
the bids may be misleading in that they 
represent proposed purchases by the issu- 
ng companies for sinking-fund purposes 
only. 

This “spread” between old and new 
issue yields apparently becomes greater 
ina declining bond market. This is illus- 
trated by the yields on a number of new 
offerings of bonds rated A by Moody’s 
during the latter half of 1951, following 
aprice decline in the months March to 
July, inclusive (as reflected in a rise in 
Moody’s monthly average yield for A 
bonds from about 2.82 per cent to 3.28 
per cent). 


379 


TVA Power Costs Are Rising 
Sharply 


TS Edison Electric Institute, in its 
“Data of Interest to the Electric 
Light and Power Industry,” dated Feb- 
ruary Ist, has presented another of its 
periodical analyses of power costs at 
TVA. Including the plants of the Alumi- 
num Company of America operated by 
TVA and those built by the U. S. Army 
on the Cumberland river, TVA at the 
end of 1952 had 2,968,360-kilowatt hydro 
capacity and 891,550-kilowatt steam ca- 
pacity, the latter being 23 per cent of 
the total. However, capacity under con- 
struction mcludes only 736,075-kilowatt 
hydro contrasted with 5,040,000-kilowatt 
steam, so that by 1956 nearly 62 per cent 
of capacity will be in steam and only 38 
per cent hydro. 

In spite of a 42 per cent. increase in 
industrial power rates, TVA “has shown 
a diminished net income from power and 
an increasing dependence on the U. S. 
taxpayer.” In 1950 the average industrial 
rate was 3.20 mills, in 1951 3.73 mills, 
and in 1952, 5.28 mills—the latter show- 
ing an increase of 65 per cent over 1950. 
The institute estimates that the U. S. 
Treasury is now paying nearly $25,000,- 
000 a year (using the average rate of 
interest on the outstanding interest- 
bearing debt of the USA) to cover the 
interest cost of its total investment in 
TVA. This interest cost is not shown on 
the TVA books, but if it were added it 
would bring the total rate for industrial 
power up to 64 mills. The study also 
points out that TVA and its affiliates pay 
out less than 5 per cent of revenues in 
taxes (or payments in lieu of taxes) 
while private utilities pay out an average 
of 22 per cent. 


* 


Columbia Gas System Earnings 


Cs Gas System, INc., in the 
annual report for 1952 continues its 
unique and vigorous method of present- 
ing its story to stockholders. In addition 
to numerous tables and charts, the com- 
pany discusses the earnings picture and 
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TOTAL VALUE OF PUBLIC UTILITY SECURITY OFFERINGS 
SHOWN BY TYPE OF SECURITY 
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Only offerings of securities to the investing public are included, which excludes bank loans and sales to holding 
companies. Long-term debt and preferred stock securities with par value are included on the basis of principal 
amounts offered, whereas values of no par preferred stock and common stock securities are the values at the 
offering price. 

Source, Ebasco Services Incorporated 
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YIELOS TO PUBLIC ON LONG TERM DEBT ISSUES 
PUBLICLY OFFERED IN 195! AND 1952 


RATED A AND Baa 


G = Gas Company 
T = Telephone Company . 
No letter indicates Electric Company 
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various other topics by means of ques- 
tions and answers. 

The company earned only 83 cents a 
share on its common stock in 1952 com- 
pared with $1.16 in 1951, and the 1952 
figure contained some contingent earn- 
ings where rates had been put into effect 
under bond pending final determination 
by regulatory commissions. The decline 
in net earnings was due principally to 
three factors: (1) Most important, high- 
er rates for gas sold to customers could 
not be secured quickly enough to offset 
the increased cost of gas purchased ; and 
there were larger expenses for labor and 
materials. (2) The winter months of 1952 
were warmer than average so that gas 
sales for space heating were lower than 
anticipated. (3) The steel strike resulted 
in lower industrial sales. 

As to “what is being done about it” 


the company report states as follows: 


We are making every effort to get 
higher rates for our service. In some 
cases we have been successful; in 
others the regulatory processes are still 
going on. We are asking the Federal 
Power Commission, the state commis- 
sions in the states where the system 
operates, and scores of city councils 
in Ohio for swift action and early de- 
cisions. There are 12 rate cases pend- 
ing before the Federal Power Com- 
mission, 14 before state commissions, 
Of these increases being sought by 
Columbia, $8,958,000 was collected and 
is included in the 1952 revenues. If 
these increased rates had been in effect 
for the entire year of 1952, revenues 
would have been increased by approxi- 
mately $29,000,000. 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


2/19/53 
Price 
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American Gas & Elec. ... 32 
Arizona Public Service .. 16 
Arkansas Mo. Power .... 21 
Atlantic City Elec. ...... 26 
Bangor Hydro-Elec. .... 28 
Beverly G. & E. 2 
Black Hills P. & L. .... 
Boston Edison 
California Elec. Pwr. .... 
Calif. Oregon Pwr. ..... 
Carolina P. & L. 
Cen. Hudson G. & E. .... 
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Central Ill. Light 
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Cent. Louisiana Elec. .... 
Central Maine Power .... 
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Central Vermont P. S. .. 
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2/19/53 Cur- Share Earnings* Price- 
Pr rent Cur. Yo Im 12 Mos. Earns. 
Yield iod crease Ended Ratio 
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. 2/19/53 Cur- ——Share Earnings*—— Price. 
(Continued) Price iv. rent Cur. % Im- 12 Mos. Earns. 
About Yield Penrod crease Ended Ratio 
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B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings result- 
ing from accelerated amortization of defense facilities are excluded (when separately reported). 
+Estimated (rate irregular or includes extras). ¢}With exception of American & Foreign Power, 
these stocks are also listed in Canada, and the Canadian prices are here used. (Curb prices are 
affected by exchange rates, etc.) # Stock dividend also paid. **Based on average number of shares. 
a—Also regular annual 3 per cent stock dividend, which is included in the yield. (b)—North 
American Company distributed one-tenth share of Union Electric of Missouri on January 20th 
and will distribute another one-tenth about a year later, and a full share in about two years. 
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EF 


New Interior Officials Express 
Their Views 


ISSATISFACTION with public power 

policies followed by the last admin- 
istration seemed to be the theme of 
testimony before the Senate Interior 
Affairs Committee by new officials of the 
Department of the Interior. Appearing 
before the committee recently were Fred 
G. Aandahl and Orme Lewis, nominated 
to be Assistant Secretaries of Interior; 
Ralph A. Tudor, named Under Secre- 
tary of Interior ; and Clarence A. Davis, 
appointed solicitor of the department. 

Aandahl, a former member of Con- 
gress and former governor of North 
Dakota, will also serve as Commissioner 
of Reclamation until Secretary McKay 
decides on a successor to Michael Straus. 
His principal responsibilities in Interior 
will be the supervision of the depart- 
ment’s water development and power 
programs, 

Questioned by Senator Malone (Re- 
publican, Nevada) on his attitude to- 
ward the “preference” clause, Aandahl 
said he thought the preference law “is a 
good law,” and “fully desirable,” but 
added, “I do not think that the depart- 
ment should attempt to extend the dis- 
tribution into such a wide area that it 
becomes uneconomical to make those 
long deliveries just for the purpose of 
reaching priority customers.” While ad- 
mitting that under certain circumstances 
some transmission of power by the gov- 
ernment is necessary, Aandahl said he 
generally agreed with the precedent set 
at Hoover dam of selling power at the 
switchboard and in no way entering into 
the transmission of power. 

As a one-time member of the House 
Interior Affairs Committee and the Com- 
mittee on Appropriations, Aandahl said 
he recognized “a Federal responsibility 
...and a co-operating responsibility in 


the administration of those water proj- 
ects that are especially large projects, 
and that involve several states.” He 
emphasized, however, his strong support 
of the states’ rights philosophy, “and 
the philosophy of local communities hav- 
ing a maximum participation in govern- 
ment activities . . .” 


ANDAHL noted that he had opposed 
the creation of a Missouri Valley 
Authority as governor of North Dakota 
and indicated that he has not changed 
his views on the authority type of admin- 
istration. He also expressed the view 
that the “trend toward overexpansion, 
particularly in the distribution of hydro- 
electric power, could very easily have 
been a step in the nationalization of 
power. ... In these water projects, I 
think there should be a development of 
the maximum of hydroelectric power 
that can be developed without infringing 
on the need of water for irrigation. That 
power should be distributed among the 
people on the basis of the priority pro- 
visions of our present national laws. I 
do not think that the Department of the 
Interior should build any steam plants 
to supplement that hydroelectric power 
that they are generating. . . . If that is 
done, we are just going to move further 
and further in the direction of complete 
nationalization of electric power.”. 
Orme Lewis, a Phoenix, Arizona, 
lawyer, will have charge of the Bureau 
of Indian Affairs and the Bureau of 
Land Management. He was formerly 
a director on the board of the Arizona 
Public Service Company, which buys 
some of its power from Parker dam. 
Lewis said he favored multiple-purpose 
dams. “As far as our area is concerned, 
my tendency has always been to be 
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somewhat opposed to a strictly power 
dam, in view of the water problems that 
exist. We ran into that during one ad- 
ministration of the water uses in our own 
valley, where the release of water was 
almost entirely based on the theory of 
producing power.” 

In an exchange with Senator Jackson 
(Democrat, Washington), Lewis said 
his company, Arizona Public Service 
Company, found it more economical to 
generate its own power than to depend 
entirely upon Parker dam. He added 
that the company could terminate its 
contract with Parker dam_ without 
causing the company’s customers any 
inconvenience. 


epee A. Davis, the department’s 
new solicitor, has been general coun- 
sel for Consumers Public Power District 
in Nebraska since 1941 and served as 
counsel for utility companies before that 
time. He is a member of the Nebraska 
Reclamation Association, the National 
Reclamation Association, and the Ameri- 
can Public Power Association. Mr. 
Davis admitted that the activities of the 
Bureau of Reclamation “excited at least 
our curiosity as to what rights we had 
under the state law,” with respect to 
waters in our rivers. He declared himself 
a states’ righter on this proposition. With 


respect to valley authorities, he stat. 


... I can tell you very frankly q 
I have been pretty lukewarm tow, 
the idea of the superimposition 
Federal authority over the Missy 
basin. Like a great many peopl 
the basin, I have been trying to dey 
some plan that would leave reg; 
control or at least regional represen} 
tion in an effective manner in conn 
tion with those developments, 


He added his feeling that “a good dg 
can be accomplished by interstate oa 
pacts and that the field has not been 
fully explored as it might be.” 

Ralph A. Tudor, nominated to 
Under Secretary of the Interior, is 
West Point graduate with wartime a 
perience as Army district engineer 
Portland, Oregon. Tudor was questiong 
closely about conflicts between / 
Engineers and the Interior Departme 
in the construction of dams. He statg 
his belief that, in the case of a reclam 
tion project, the Bureau of Reclamatia 
should be responsible for its constru 
tion, and that the Army Engine 
should handle navigation projects. H 
assured Senator Jackson his appointme 
did not signal an “invasion” of th 
Interior Department by the Am 
Engineers. 





Solution to Transit Problem Offered 


Ao dollars-and-cents pro- 
gram for solving crippling down- 
town traffic congestion has been approved 
by a panel of forty-two top-flight busi- 
ness and professional spokesmen from 
organizations most deeply involved in 
this problem. 

The joint statement, issued by leaders 
of groups ranging all the way from 
architects to department store owners, 
from city planners to parking garage 
operators, from traffic experts to truck 
fleet operators, and from city officials 
to automobile manufacturers appears in 
the February issue of Architectural 
Forum. 

This program, outcome of a recent 
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round-table conference sponsored } 
Architectural Forum, is believed to} 
the first in which all diverse interest 
represented were able to agree on 
realistic program to attack the problem 
of central city congestion. 

Conferees agreed that traffic relief, 
be effective, must treat with all the basi 
causes at once rather than with vario 
suggested part-cures of the symptom 
Most important is the cost of differed 
suggested types of relief and its relation 
to where the money will come from tt 
carry out this complete program. 

The matter of cost was emphasized al 
the way from the pricing of curb park 
ing to charges for off-street garages 





WHAT OTHERS THINK 


om price of mass transportation serv- 
¢s to land and express highway values. 
e conferees agreed : 


Better use of the price mechanism 
offers perhaps the one best hope of 
rationalizing the use of our downtown 
streets, just as price has been the one 
best means to balance supply and 
demand in every other line. 

Today the price mechanism is not 
allowed to function at all on the prob- 
lem of traffic congestion. Not only is 
the use of streets for moving traffic 
completely free; use of the sidewalks 
for loading and unloading goods is 
also free, even on the most congested 
streets at the busiest hours; use of 
the streets for parking is priced at 
only a small fraction of its true cost. 


Wer would happen,” the ex- 
perts asked, “if all various 


yrban services and land uses necessary 
omove people and goods were priced 
pn a more economical basis? We believe 
e people should be free to choose their 
means of transportation but they should 


Hae willing to pay some approximation 


of the true cost of the means they select. 

“We believe many people would re- 
distribute their use of transportation 
services and parking facilities if they 
were repriced so that, for example, more 
people could see that mass transportation 
is the cheapest way for them.to travel.” 

The panel agreed that curb parking 
should be completely forbidden on most 
downtown streets and priced much 
higher on the others, 

In discussing the means to lower the 
cost of off-street parking, another must 
in this program, the panel declared: 

Parking garages erected at a cost 
of $3,000 or more per car are not likely 
to prove profitable. If a first-class 
parking garage can be built for $900 
per car space in Los Angeles, it should 
be possible to build a first-class park- 
ing garage in any other part of the 

United States for around $1,200 

(about $4.50 a square foot for some- 

are less than 300 square feet per 

car), 
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Can our cities afford the space to pro- 
vide at their centers the unlimited park- 
ing that is possible on their outskirts? 
“To park all the cars whose owners 
would prefer to drive downtown, Boston 
found it might have to tear down one- 
third of all its downtown buildings. 
Suburban shopping centers try to pro- 
vide four square feet of parking area for 
every square foot of rentable area. Down- 
town we fear the best that can be hoped 
for is a parking ratio of one-fifteenth 
as high.” 

Can cities afford the money needed to 
provide highways and parking space for 
all the cars that would like to travel 
downtown? “The investment is, in one 
city, $4,000 for each additional rush-hour 
car commuter. This is three or four 
times the investment per commuter that 
the city would need for the most ex- 
pensive form of rapid transit—an under- 
ground or elevated railroad.” 


“Tt? panel emphasizes, “No solution 
of the downtown traffic problem 
should overlook the very great possibili- 
ties offered by the wisely planned re- 
development of blighted areas which 
almost always adjoin the heart of town.” 

Decentralization of certain business 
activities is urged, especially warehouses 
and manufacturing plants employing 
large use of trucks in order to leave the 
central city open for greater utilization 
by stores, offices, service industries, and 
amusement centers. 

It is recommended that parking ga- 
rages be built with private capital but 
that the community be empowered to 
exercise its right of eminent domain to 
condemn, sell, lease, or regulate land 
needed for such adequate off-street 
parking facilities. 


HE report also states that, inasmuch 

as considerable reliance must be 
placed on mass transportation systems 
for moving people, these services should 
be given preference on certain major 
streets and that curb-side parking should 
be forbidden during daytime hours on 
all but the widest streets heavily used 
by mass transit lines. 
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The March of 
Events 


In General 


NARUC Meeting Date 


HE 1953 annual convention of the 
NARUC is scheduled to be held the 
week of September 20th at the Hotel 
Roosevelt in New York city. The de- 
cision as to the place of the 1953 conven- 
tion was made at the 1952 meeting, but 
the determination of hotel and dates left 
to President Loughlin and Chairman 
Feinberg of the New York commission. 
It is expected that the convention will 
officially open at 2 p.m. on Monday, 
September 21st, and business sessions will 
continue through Thursday, September 
24th, with the annual banquet on Thurs- 
day evening. The host commission, the 
New York Public Service Commission, 
under Chairman Benjamin F. Feinberg, 
is considering the possibility of having a 
post convention trip to Jones Beach. 


> 


AGA Committee to Meet 


HE 1953 American Gas Association 

Purchasing and Stores Conference 
will be held at the Schroeder hotel, Mil- 
waukee, Wisconsin, April 13th through 
15th. 

Alert purchasing agents, storekeep- 
ers, and stores’ accountants are reported 
planning to attend this 3-day meeting. 

John C, Sims, purchasing agent of The 
Brooklyn Union Gas Company, is chair- 
man of the AGA Purchasing and Stores 
Committee, and he and the committee 
have arranged a program which includes 
material standardization, the purchasing 
department operating manual, unusual 
applications of material handling equip- 
ment, standard packaging, and a round- 
table discussion of purchasing, stores, and 
related accounting problems. 


Colorado 


Utility Control Issue Headed 
For Ballot 


HE state legislature last month gave 

final passage to a resolution to again 
refer to the electorate a proposed state 
constitutional amendment to bring all pri- 
vately owned utilities under the jurisdic- 
tion of the state public utilities commis- 
sion. 


Intended to eliminate jurisdictional 
controversy between municipalities and 
the state commission over control of util- 
ity rates, the proposal is similar to that 
rejected by the voters at the November 
election. 

Advocates of the new proposal at- 
tributed the defeat last year to “a clut- 
tered ballot and confusion.” 


* 
Florida 


St. Petersburg to Buy City 
Power 


HE St. Petersburg city council last 
month finally approved a long-de- 
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bated contract under which Florida 
Power Corporation will supply all the 
electricity required by the city for the 
next twenty-five years. 

There was no opposition and little dis- 
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cussion among the councilmen. The ap- 
proval was on unanimous vote. 

A study made by an outside firm, 
Ebasco Services Incorporated of New 
York, confirmed previous claims of City 
Manager Ross E. Windom that the con- 
tract would save the city at least $21,000 
per year. The saving would be greater if 
the present municipal power plant were 
abandoned altogether, Ebasco reported. 


No action was taken on the question 
of abandoning the city’s plant. City Man- 
ager Windom said it would be maintained 
and kept in readiness for operation by 
emergency crews. He said the finalized 
agreement eliminated a charge-back 
against the city to amortize the cost of in- 
stalling additional transformers to pro- 
vide topnotch electrical service to eight 
points of delivery within the city. 


Indiana 


REMC Bill Passed 


BILL given final passage by the state 
legislature last month provides that 
while the Rural Electric Membership Act 


restricts REMC operations to towns of 
less than 1,500 inhabitants, such co-op- 
eratives may continue operating in these 
towns after their populations have passed 
that mark. 


Massachusetts 


Governor Invokes Strike Law 


OVERNOR Christian A. Herter 
brought a strike of gas company 
employees to a quick stop last month by 
invoking a law requiring cooling-off pe- 
riods. Within five hours of the walkout, 
Herter brought the so-called Slichter Act 
into play. By its terms the state can set 
up a board of arbitration and seize struck 
plants in the interest of public health and 
safety. 

The strikers, estimated at from 523 to 
more than 1,000, left jobs with eight com- 
panies—affiliates of the New England 
Electric System, The companies serve 18 
communities in eastern Massachusetts. 


Conducting the strike was the United 
Mine Workers, District 50, whose mem- 
bers seek a 15-cent-an-hour wage boost 
and fringe benefits. 


MTA Bill Approved 


OVERNOR Herter’s proposal to abolish 
the Democratic-appointed board of 
trustees of the Metropolitan Transit Au- 
thority won committee approval recently. 
The pending bill calls for creation of 
a new operating board of three members 
to operate the publicly owned transit sys- 
tem, with control over further debts 
vested in the advisory board. The latter 
is made up of officials of the 14 cities and 
towns in the MTA district. 


e 
Nevada 


Court Rules Utility Entitled 
To Increases 


To state supreme court recently 
ruled that the Bell Telephone Com- 
pany of Nevada was entitled to rate in- 
creases the utility has sought since 1950, 
but which had been denied by the state 
public service commission and by a dis- 
trict court ruling. 

Commission Chairman Robert A. Al- 


len said that since the rates in dispute 
went all the way back to 1950, it would 
take him a short time to figure out how 
much the court’s ruling would cost the 
company’s Nevada customers. 

The court was reported to have held 
that from the evidence, it appeared that 
the telephone company was getting a re- 
turn under present rates no less than 2.89. 
The court noted that the commission 
had held 6.47 per cent was reasonable. 
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Pennsylvania 


Rate Increase Blocked 
Sf state public utility commission 

recently blocked a March Ist in- 
crease in light rates for 420,800 custom- 
ers of the Duquesne Light Company. It 
ordered the higher electric rates held off 
at least until September Ist while the 
commission checks to see whether they 
are “fair.” 

The increases would total $4,787,000 
a year. 

The new rates, affecting 420,800 con- 
sumers in Allegheny and Beaver coun- 
ties, would have raised the cost of elec- 
tricity to where Duquesne Light wanted 
to place it two years ago. At that time, 
Duquesne asked for permission to boost 
rates $7,720,000 a year. 

The commission let the company go 
ahead, but later scaled them down because 
it felt they were not justified. The com- 
mission slashed the increase by more than 
half, reducing the yearly boost to $3,- 
550,000, as of last October 21st. 


Ordered to Cut Rates 


oe state public utility commission 
recently ordered West Penn Power 
Company, Pittsburgh, to slash $1,663,- 
840 annually from its rates and make re- 
funds covering the last seventeen months 
to 316,000 of its customers. 

The commission ordered the utility to 
make the reduction in a $4,500,000 an- 
nual rate increase which it was permitted 
to put into effect in October, 1951, pend- 
ing an investigation of its fairness. The 


inquiry determined rates are too hi 

On the basis of payments which ¢ 
commission found excessive, West Pen 
must refund approximately $2,400,0% 
Most of the excess amount will be dj 
tributed among 280,000 residential elec 
tric users. 

While finding the full $4,500,000 in 
crease excessive, the commission saij 
West Penn was entitled to $2,836, 
more a year because the old rates did no 
yield it a fair return on company invest 
ments. The additional revenue will givg 
an annual return of $11,865,000. 


Natural Gas Tax Suggested 


TAX on the sale of natural gas an 

the operation of pipelines, with thal 
revenue earmarked to redeem veterans, 
bonus bonds, was suggested in the stata 
house of representatives last month. 

The natural gas levy would be at thal 
rate of seven cents for each thousand 
cubic feet or fraction. In case of mixture; 
of natural and other gases, only the nat#: 
ural gas portion of the mixture would b¢ 
taxed, 

The pipeline tax would be at the rate of 
$100 on each mile of pipe 20 inches o 
more in diameter ; $70 for 15- to 20-inch 
pipe; $50 for 12- to 15-inch pipe; and 
$30 for all pipe with a diameter of less 
than 12 inches. 

All proceeds of the levies would be used 
to pay off the $440,000,000 bond issu 
used to give Pennsylvania World War II 
veterans a state bonus of up to $500 each. 


Wisconsin 


Natural Gas Rate Boost Granted 


BOOST in natural gas rates averaging 
9 per cent for Milwaukee area con- 
sumers, effective February 21st, was 
granted on February 16th by the state 
public service commission. The boost was 
contained in an interim order to increase 
the revenue of the Milwaukee Gas Light 
Company $1,998,000 annually. 
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The order is expected to increase the 
bill for residential users of gas for cook-@.; 
ing by 18 cents a month, or about 6 perl, 
cent. Home owners who use gas for space, 
heating will pay an average of $17.8) 
more a year, a boost of 10 per cent. — 

The order was the latest action ima 
case which started in May, 1951, witha 
petition by the city of Milwaukee for an 
investigation of rates. 
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Wheeling Contracts Suggested As Solution to Duplication 
Evils of New Transmission Lines 


HE Kentucky Court of Appeals af- 
firmed the state public service com- 
nission decision, in 87 PUR NS 19, 
wthorizing a co-operative membership 
@orporation to construct a generating 
ant but reversed the commission’s rul- 
ing on the construction of transmission 
ines and remanded this matter to the 
@ommission for further consideration. 
The corporation’s membership con- 
isted of eighteen distribution co-opera- 
ives. : 

At the time that the application was 
hled with the commission the co-ops were 
@btzining their energy from four private 
ttilities. The plans of the co-ops contem- 
plated an increase in the number of con- 

bumers from 90,000 to 150,000, additional 
‘inancing from the Rural Electrification 
Administration, and a request for further 
futhority from the commission. 

The court indicated at the outset that 
‘the question is not simply whether the 
public convenience and necessity require 

ore service, but rather whether the pub- 
lic convenience and necessity require a 
mew service system or a new service 
facility.” 

To establish the convenience and neces- 
"ty for a new system, the court continued, 
a showing is required of a substantial in- 
adequacy of existing service involving a 
consumer market sufficiently large to 
make it economically feasible for the new 
system to be constructed and operated. 
It must further be shown that the new 
system will not be a wasteful duplication 
of existing facilities. 
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The court said that the commission 
should have considered the question of 
duplication from the standpoints of ex- 
cessive investment in relation to efficiency 
and an unnecessary multiplicity of physi- 
cal properties such as rights of way, poles, 
and wires. As to generating facilities, the 
court ruled that no duplication would re- 
sult from the construction of the new 
co-op plant. 

The court was not able to make a defi- 
nite statement as to transmission line du- 
plication. If harmful duplication results 
from the construction of transmission 
lines by the co-ops, then consideration 
should be given to the distribution of the 
energy to member co-ops under “wheel- 
ing” contracts, The court referred to a 
discussion of these contracts which ap- 
peared in Pusiic UTILITIES FoRTNIGHT- 
ty, Vol. L, No. 5, pages 267 to 271, 
August 28, 1952. 

Under these arrangements the co-ops 
would pay the private utility a modest 
rate for using the utility’s transmission 
lines as a common carrier of co-operative 
energy. The court was careful to point 
out that even if on re-examination waste- 
ful duplication clearly would result from 
the construction of co-operative transmis- 
sion lines, the co-ops should be awarded 
a certificate if wheeling arrangements 
should be found not feasible. The court 
explained its stand with the comment 
that the need for service was clear. 

The court accepted the commission 
finding that the co-ops had made a satis- 
factory showing of an ability to meet 


MAR. 12, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


their reserve power requirements when 
they obtained a letter from the TVA 
manager indicating TVA’s willingness to 
provide stand-by power and enter into an 
interchange agreement. The court com- 
mented that the co-ops obviously could 
not enter into a binding contract with 
TVA before receiving commission ap- 
proval of its construction plans, 

Justices Moremen and Sims dissented 
from the majority opinion and stated that 
the commission decision should have been 
approved in its entirety. Justice More- 


men criticized this by these words: 


This court’s function is to act as a 
court of review and when we set aside 
a finding of fact by the commission, 
we should point out wherein the com. 
mission erred. Here, the majority opin- 
ion does not say where the commis. 
sion was wrong; it merely says, in ef. 
fect, “Think about these things we have 
written and try again.” 


Kentucky Utilities Co. et al. v. Public 
Service Commission, 252 SW2d 885. 


= 


Municipal Plant’s Free Service to City Discriminatory 


N granting increased municipal water 
rates, the Indiana commission cau- 

tioned and ordered against recurrence of 
certain discriminatory practices. The 
plant had transferred large sums of 
money to the general fund of the city and 
had rendered service to departments of 
the city without charge. 

The commission looked to the statute 
that provided for just and reasonable 
charges for municipal plants and noted 
that the provision that such charges shall 
include a reasonable profit on investment 
was merely permissive. The legislative 
intent was that such charges should pro- 
duce an income sufficient to maintain 
utility property in sound physical and 
financial condition to render adequate 
and efficient service, 

Such rates and charges, it was held, 


e 


do not include an amount which would 
enable the plant to transfer moneys to 
the general fund of the city, nor should 
such a charge be so high as to permit the 
plant to render service of various kinds 
to the numerous departments of the 
municipality without charge. To do so 
would be clearly discriminatory against 
water customers, it was held, and the 
effect would be subsidization of the tax- 
payers of the municipality because when 
extensions, replacements, and additions 
are needed, water customers must pay 
higher rates when no funds are available 
for this purpose. Such rates, then, are 
higher than actually necessary to meet 
the statutory standards of a reasonable 
charge, and the taxpayers pay a lower 
rate. Re City of South Bend, Cause No. 
23718, December 11, 1952. 


Electric Sales to Municipal Plant Not an Invasion of Public 
Utility’s Service Area 


HE supreme court of Utah held that 
the state commission acted within 
its powers in ordering the Utah Power 
& Light Company to sell energy to a 
municipal plant for resale, over the ob- 
jection of the Telluride Power Company. 
It was unnecessary for the company to 
make any expenditures it would not have 
to make for any customer entitled to its 
services, 
The municipal plant had been pur- 
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chasing energy from Telluride, but it 
sought Utah Power service, which it 
would take at a cheaper rate. That com- 
pany had refused service on the ground 
that the city was in the territory served 
by Telluride. 

The court conceded that it is beyond 
the powers of the commission to compel 
a public utility, without its consent, to 
serve areas it has not professed or agreed 
to serve. But whether the Utah Power 
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& Light Company, in selling electric en- 
ergy to the city, would be performing a 
service it had not professed to give pre- 
sented a question of fact rather than of 
law. The commision had determined as 
a fact that Utah Power had held itself 
out to supply the service requested. 

The Telluride Power Company argued 
that the commission violated the law be- 
cause it authorized an invasion of its 
territory without a showing of public 
convenience and necessity. The court re- 
jected this contention. It said that since 
the city in operating its electric plant was 
not subject to commission regulation, the 
commission could not give exclusive 
authority to a public utility to serve with- 
in the area which the city occupied. To 
do so would, in effect, regulate the city 
by hampering its right to obtain power 
by any means or from anyone as it might 
consider proper. 

Although Telluride might have the 
right to compete with the city to serve the 
same customers, if it could get a fran- 
chise from the city, this would not make 


the city’s electric plant a part of its terri- 
tory so that a sale of wholesale energy by 
another utility to the city would be an in- 
vasion of its territory. 

Justice Henriod dissented, although 
stating that he preferred to concur, know- 
ing that the main opinion arrived at a 
highly desirable result for the citizens, 
that of obtaining lower power rates. But, 
he said, the desired result could not sus- 
tain a circumvention of the letter and 
spirit of the law and pertinent authori- 
ties. He believed that while customers 
are to be protected, so are pioneer sup- 
pliers in an area who furnish the risk 
capital. He said that higher or lower 
rates never have been the sole test of 
public convenience and necessity. 

Justice Henriod noted that the court 
tries to be mindful of the public weal. 
However, he said, the public interest has 
been fostered by inviting risk capital and 
protecting the area of its expenditure 
against economic interlopers. Utah Pow- 
er & Light Co. et al. v. Public Service 
Commission et al. 249 P2d 951. 


Safety Regulations Prescribed for Gas Corporations 


: New York commission pre- 
scribed rules, precautions, and im- 
provements applicable to corporations 
and municipalities engaged in the trans- 
mission and distribution of gas, to pro- 
mote the safety and security of the public 
and property, preserve the public health, 
and protect those using gas. Gas, whether 
it be manufactured, mixed, or natural, is 
a highly combustible and volatile element, 
possessing explosive characteristics un- 
der certain conditions. Companies serv- 
ing or transmitting gas bear an unusually 
high degree of responsibility to the public 
respecting the safety of their facilities and 
operating practices. 

The commission pointed out that the 
increasing demands of the public in re- 
cent years for gas service and the tre- 
mendous expansion programs undertaken 
by the companies to meet such demands 
have created new and serious problems. 
For example, since the termination of 


World War II the gas distributing com- 
panies have added approximately 300,000 
gas space-heating customers in the state. 
The construction of extensive interstate 
pipelines used to transport natural gas 
under high pressure from the sources of 
supply in the Southwest to the north- 
eastern and New England states has 
caused additional and further problems. 

The safety of the public and property 
was considered of primary and para- 
mount importance, with due and proper 
regard, however, for the rights of the 
companies and the varying conditions 
under which they operate. The commis- 
sion said that separate recommendations 
for precautionary measures should be 
made for gas distributing companies as 
distinguished from the gas corporations 
engaged exclusively or partially in the 
transmission of gas by pipeline. 

In prescribing precautionary measures, 
the estimated cost was given appropriate 
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consideration, but in no instance was it 
allowed to be a deterrent to the recom- 
mendation of any reasonable precaution- 
ary measure or safeguard. Estimates fur- 
nished by the gas distributing companies 
indicated that the carrying out of the 
safety program would cost at least $6,- 
000,000. The commission believed that 
the expenditures would be well justified 
when measured against the protection 
the program would furnish. 

The commission observed that it should 
be recognized that no code of safety rules, 
no matter how carefully and well pre- 
pared, can be relied upon to guarantee 
complete freedom from accidents. Fur- 
thermore, it cautioned, the companies 
must recognize that the promulgation of 
precautionary measures did not remove 
or minimize their primary obligation and 
responsibility to provide safe service and 


erating rights, which would result 
in the substitution of single-line for in- 
terchange service, were authorized by the 
Indiana commission. 

A protestant carrier alleged that the 
commission must consider the adverse 
effect of the proposed service on existing 
carriers. The commission said considera- 
tion would be given as to whether or not 
the proposal would go beyond a mere 
unification of the operations of two going 
concerns with the elimination of inter- 
change formerly carried on between 
them ; whether or not there had been an 
appreciable amount of traffic inter- 
changed ; whether or not the single-line 
service would be new service competitive 
with existing carriers, depriving those 
carriers of traffic they now enjoy; 
whether or not the proposed unification 
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facilities in their gas operations. Com- 
plete reliance must not be placed upon 
the mere observance of the rules and pre- 
cautionary measures adopted in the in- 
terest of public safety, Officers and em- 
ployees of the corporations must con- 
tinue to be ever conscious of the impor- 
tance of safe operating practices and fa- 
cilities and their obligation to the public. 

The commission emphasized that any 
minimum standards or safeguards 
adopted are not necessarily the standards 
to be followed under all circumstances 
and conditions, since particular situations 
may well require higher standards and 
additional precautions beyond the pre- 
scribed minimum, Re All Gas Corpora- 
tions and Municipalities Engaged in Dis- 
tribution, Sale, and Transmission of Gas 
in New York State, Case 15686, Novem- 
ber 7, 1952. 


e 


Sale of Motorbus Operating Rights to Interchange Company 
Authorized 


‘Ta transfer and sale of motorbus op- 


was distinguishable from a new opera- 
tion; and whether or not there was a 
proof of a need for service. 

The commission noted that the seller 
was the wife of the president and prin- 
cipal stockholder of the purchaser. The 
two companies had operated separately, 
however, and had interchanged passen- 
gers; otherwise, the transfer would be 
nothing more than a book transaction. 
Although the purchaser would be able to 
offer a better through service and would 
be able to compete more effectively, it was 
held, the proposed single-line service 
could not be classed as a new operation 
so that it would be against public policy 
to approve and institute the proposed 
service without further proof of public 
convenience and necessity. Re Hines 
(Muncie-Kokomo Coach Line) et al. No. 
4671-A, 3, December 18, 1952. 


Severance Pay Claims of Employees of Subsidiary Being 
Liquidated Dismissed 


HE Market Street Railway Com- 


pany was authorized by the Securi- 
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ties and Exchange Commission to make 
a further interim distribution to its stock- 
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holders. Its refusal to make severance 
payments to former employees was up- 
held. 

The commission balanced the right of 
the stockholders to receive the assets of 
the company and the interests of claim- 
ants who should be assured of the reten- 
tion of sufficient assets to meet in full 
such claims as might finally be deter- 
mined to be payable. It was satisfied that 
the assets which would remain after the 
proposed distribution would be ample. 

Although the company has been inac- 
tive for the past several years, it main- 
tained an office staff of more than twenty 
employees, including the present claim- 
ants. These persons were drawing full 
salaries although some of them were en- 
gaged only in personal matters or affairs 
unconnected with the company. The bal- 
ance had only insignificant duties to per- 
form. 

The board of directors had concluded 
that maintenance of the office involved 
substantial unnecessary expense. It be- 
lieved that under the circumstances the 
salaries and benefits which the employees 
received during that period of time, to- 
gether with pay which they received upon 
discharge, should be considered as sever- 
ance pay and that any further payments 
to them would be unfair to stockholders. 

The commission did not pass upon the 
issue whether the “fair and equitable” 
standard of § 11(e) of the Holding Com- 
pany Act would permit it to disapprove 
the plan because of the failure to provide 
for severance pay to former employees 


be Indiana commission authorized 
a water company to experiment with 
chemicals to control iron content, which 
resulted occasionally in water discolora- 
tion and some inconvenience to custom- 
ers, since it did not appear that the iron 
content was sufficiently high to warrant 
the expenditure of iron removal equip- 
ment. Re Indiana Gas & Water Co., Inc. 
No. 23605, December 18, 1952. 


The United States Court of Appeals 
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in the absence of a contract, It believed it 
unnecessary to resolve this question be- 
cause it had concluded that the claims for 
additional severance pay were without 
merit. 

Commissioner Rowen concurred in the 
order approving the plan, as presently 
amended, but said that he could not join 
in the opinion of the majority specifically 
finding the claim for severance pay to be 
without merit. Such a finding, he said, 
was necessarily based upon an assump- 
tion of jurisdiction under the “fair and 
equitable” standard of § 11(e) of the 
Holding Company Act. This appeared to 
him to go beyond that power which Con- 
gress intended to vest in the commission. 

Commissioner Rowen did not believe 
that the commission was either author- 
ized or properly constituted to try and 
decide controversies of this nature. Such 
matters, he said, did not require the ex- 
pertise of an administrative agency. 

Commissioner Adams, in concurring, 
stated that his action was not to be con- 
strued as agreeing that the commission 
should entertain, in the future, unliqui- 
dated claims of the character presented 
by the former employees. He believed 
that the exercise of the commission’s 
jurisdiction over such claims should not 
depend upon the strength or weakness of 
a particular claim. However, he was satis- 
fied that the result achieved by the ma- 
jority was fair to the severance pay claim- 
ants. Re Market Street R. Co. File Nos. 
54-169, 4-63, 68-84, Release No. 11606, 
November 28, 1952. 


e 


Other Important Rulings 


held that a district court’s refusal to en- 
join a butter manufacturer and certain 
motor carriers from transporting butter 
in interstate commerce without authority, 
on the ground that the controversy should 
be dealt with in the first instance by the 
Interstate Commerce Commission, was 
proper because the questions of whether 
leasing arrangements constituted private 
or contract carriage and whether the 
manufacturer fell within the certificate 
exemptions of the Interstate Commerce 
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Act were essentially ones of fact and in- 
volved primarily the exercise of adminis- 
trative discretion. Briggs Transfer Co. 
et al. v. National Butter Co. et al. 199 
F2d 847. 


The South Dakota commission author- 
ized increased intrastate railroad freight 
rates to conform with interstate rates, 
except on some commodities as to which 
an increase would divert further traffic 
to motor carriers. Re South Dakota Rail 
Carriers, Report F-2322, 
1953. 


The North Carolina Supreme Court, 
on appeal from a commission order deny- 
ing an irregular motor carrier’s request 
for amendment of its certificate, and 
which was rendered void by an appellate 
judge on his own findings, remanded the 
case to the trial court for judgment on the 
questions of law presented by the record 
or to the commission for additional find- 
ings, if any be deemed necessary. State 
ex rel. Utilities Commission v. Fox et al. 
73 SE2d 464. 


January 31, 


A Federal district court held that a 
petition for rehearing of a proceeding 
before the Interstate Commerce Commis- 
sion is a matter addressed to the sound 
discretion of the commission and only a 
showing of abuse of discretion may sus- 
tain an exception to such rule. Brooks 
Transp. Co.v. United States, 108 F Supp 
244. 


The New Jersey Superior Court held 
that the fact that a railroad’s system op- 
erates at a loss does not entitle the rail- 
road to discontinue an unprofitable pas- 
senger train without considering public 
convenience and necessity. Re New Jer- 
sey & N.Y. R. Co. 92 A2d 515. 


The New Jersey Superior Court held 
that a railroad’s tariff that provided for 
a 14 per cent tolerance as to freight sur- 
charges did not prevent a coal retailer 
from seeking damages for actual loss of 
coal, even though the alleged loss was less 
than the percentage stated. Toker (Jos- 
eph) Co. v. Lehigh Valley R. Co. (1952) 
92 A2d 815. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re General Telephone Company of 
Michigan (formerly Michigan 
Associated Telephone 
Company) 


T-552-52.11 
December 5, 1952 


PPLICATION by telephone company for authority to increase 
local and miscellaneous charges for service; increased 
rates prescribed. 


a 


es, § 120 — Reasonableness — Interest of consumers. 

1. Public utility rates are just and reasonable in so far as the customer is 
concerned when they are neither oppressive nor permissive of exorbitant 
and speculative profits, p. 9. 

, § 143 — Reasonableness — Cost of service. 

2. Rates are just and reasonable in so far as the utility is concerned when 
they are sufficient to cover all reasonable costs of doing business, including 
interest on bonded indebtedness and a fair dividend on equity invested in 
the plant, p. 9. 

Return, § 25 -— Reasonableness — Return of other enterprises. 

3. The return on equity should be ‘equal to that return generally being made 
on other investments attended by corresponding risks, p. 9. 


Return, § 24 — Reasonableness — Attraction of capital. 
4. The return on equity of a public utility company should be sufficient to 
insure confidence in the financial soundness of the company and adequate 
under efficient management to maintain the company’s credit and to enable 
it to raise additional capital on favorable terms, p. 9. 
[1] 1 97 PUR NS 
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Rates, § 648 — Evidence — Test period. 


5. A 5-month test period was considered insufficient for the purpose of 
testing the reasonableness of telephone rates, since it did not reflect th 
summer revenue increase that characterizes the business, p. 10. 


Rates, § 648 — Evidence — Test period. 


6. A test period of one full year ending on the last day of the previoy 
calendar year was adopted for the purpose of fixing telephone rates, but such 
period was adjusted to current “going rates” for wages, taxes, and servic 
charges, as shown by the record, p. 10. 


Rates, § 130 — Reasonableness — Quality of service. 
Discussion of quality of telephone service as affecting applications for author. 


ity to increase rates, p. 3. 


By the Commission: Application 
was filed on January 22, 1952, by 
General Telephone Company of Mich- 
igan, formerly Michigan Associated 
Telephone Company, for authority to 
increase local and miscellaneous charg- 
es for telephone service in the amount 
of approximately $1,070,412. 

Hearings were held on the applica- 
tion on February 5, 6, and 7, 1952, at 
Lansing. At these hearings the com- 
pany presented its direct evidence in 
support of its application, and numer- 
ous intervernors and interested parties 
appeared and presented evidence in 
opposition to the proposal. 

Various motions were made request- 
ing that hearings be held at points in 
the state outside of Lansing in order 
to give the public in applicant’s service 
areas a more adequate opportunity to 
be heard. Accordingly, seven region- 
al hearings were held outstate in June 
and, on June 30th, the proceeding 
reconvened in Lansing. The matter 
was concluded on July 2, 1952, after 
presentation of direct evidence by the 
Commission staff and cross-examina- 
tion of Commission and company wit- 
nesses. In all, fourteen days of hear- 
ings have been held, over 180 witnesses 
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heard, and a large number of exhibits 
received in evidence. 


The dicta of this opinion and order 
will be divided under several headings, 
and it appears desirable to first review 
the history, corporate relations, and 
present operations of the applicant. 


I 


History, Corporate Relations, 
and Present Operations 


General Telephone Company 6 
Michigan was organized in 1926, as 
Michigan Home Telephone Company. 
In 1931, it changed its name to Michi- 
gan Associated Telephone Company, 
and on August 1, 1952, the name was 
again changed to General Telephon 
Company of Michigan. 

The Michigan Home Telephon 
Company was a subsidiary of As 
sociated Telephone Utilities Company, 
a holding company organized in 192 
by Paine, Webber and Company an 
others. The Associated Telephone 
Utilities Company was forced int 
receivership in April, 1933, and 3 
a part of a_ reorganization plat, 
General Telephone Corporation was 
formed in 1935 to take over the 
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assets of Associated Telephone Util- 
ities Company. 

The Associated Telephone Utilities 
Company system at the time of the 
receivership consisted of the parent 
company, 8 subholding companies, 41 
telephone operating companies, and 2 
nontelephone companies. The General 
Telephone Corporation system now 
consists of the parent company, 15 
subsidiary operating companies, a 
telephone equipment manufacturing 
company (Leich), a telephone direc- 
tory publishing company, and a mutu- 
ally owned service company. In 
America it is second only to the Bell 
System in the scope of its telephone 
operations, serving over 1,400,000 
telephones through 1,091 central offi- 
cs in 19 states. All the common 
stock of the Michigan company is 
owned by the parent company. 

The Michigan company serves 
approximately 88,000 telephones 
through 78 central offices in 75 ex- 
changes. Thirty central offices serv- 
ing slightly more than 50 per cent of 
the total company stations are dial 
type, and 13 central offices with 
approximately 28 per cent of the com- 
pany stations are of the common bat- 
tery type. The remaining 35 central 
ofices with 22 per cent of the stations 
are still of the magneto type. 

The applicant has added more than 
33,000 telephones since the end of 
1945, an increase of approximately 62 
per cent. In the same period, the in- 
vestment in plant has increased more 
than $11,750,000 or 162 per cent, 
approximately 693 employees have 
been added, or an increase of 105 per 
cent, and payrolls have increased $2,- 
623,000, or 419 per cent since 1945. 
Taxes (other than taxes based on in- 


come) have increased from $182,386 
in 1945 to $336,916 in 1951, or 185 
per cent. 

Rates of the applicant were increased 
about 37 per cent in 1948, and in 1950 
another approximate 37 per cent in- 
crease was granted. Prior to 1948, 
however, the rate schedules had re- 
mained the same, with but few excep- 
tions, for more than twenty years. No 
attempt had ever been made since the 
company’s organization to equalize 
the rates for exchanges of similar size. 
As a result of initial grouping and the 
application of uniform statewide rates 
in 1948, the charges at most exchanges 
after the adjustment were more or less 
comparable to the rates charged by 
other telephone companies in the state. 


Inasmuch as a large part of the 
record in this cause is devoted to evi- 
dence of the quality and quantity of 
service rendered by the applicant at its 
various exchanges in Michigan, this 
subject will next be discussed. 


II 


Service Conditions 


In a previous proceeding, on the 8th 
of January, 1951, the Commission in- 
stituted, by Order T-552-51.2, an 
investigation of the service rendered, 
and adopted standards of service to be 


observed by the applicant. Among 
other things the order prescribed a 
reduction to ten in the number of sub- 
scribers attached to a single rural line, 
and provided the company one year in 
which to reduce its line fill and con- 
form to the order. The order was 
later amended on January 22, 1952, 
to permit the company a longer period 
in which to reduce the fill on rural 
lines to ten, upon representation by the 


97 PUR NS 





MICHIGAN PUBLIC SERVICE COMMISSION 


company that it was accomplishing 
all that it could, but would not com- 
plete within the time limit. The ter- 
mination date of the extension of time 
has not yet been fixed, the question 
having been left open pending comple- 
tion of the hearings in the matter of 
the service and rates of the applicant. 

Testimony shows that the total 
number of rural lines with over 10 sta- 
tions has been reduced from 700 at the 
time of the January 8, 1951, order, to 
510 at September 30, 1951; that at the 
end of 1952, an additional 226 rural 
lines will be unloaded, and the balance 
will be completed during 1953. The 
total unloading program involved all 
but 13 of the applicant’s 75 exchanges, 
and some 20,562 main stations, and 
was estimated to cost about $1,017,- 
500. 


At the conclusion of the 1950 rate 


proceeding, the city of Ludington filed 
with the Mason county circuit court 
an appeal from the order of January 8, 
1951, increasing telephone rates, and 
also filed an application with this 
Commission for a service investiga- 


tion of the Ludington exchange. Our 
opinion and order of June 4, 1952, T- 
552-52.9, granted the application for 
a service investigation and ordered it 
combined with the investigation and 
hearings to be conducted on June 19, 
1952, at Muskegon. At the hearing, 
which continued through June 20th, 
the city of Ludington presented con- 
siderable testimony and evidence by 
six witnesses including Mr. Winston, 
an engineer retained by the city to 
make 4 complete survey of the Luding- 
ton service situation. 

Mr. Winston’s testimony is based 
upon a study made during July and 
August, 1951, supplemented by an- 
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other brief examination of the Ly 
ington plant made just prior to th 
Muskegon hearing. The general py. 
pose of the testimony appears to be ty 
show that the condition of the Luding. 
ton plant was such that adequate ser. 
ice could not be provided to the cus 
tomers. The witness made a detaile 
examination of all the poles at Luding. 
ton exchange and showed that 11 per 
cent of the poles were forty years olf 
or more, and that 25 per cent wer 
from thirty to forty years old. Appar 
ently, the witness placed great impor 
tance on the age of the poles as a factor 
in the rendition of service. 

Mr. Winston also testified regaré- 
ing the cable plant at Ludington, citing 
a cable on 6th street that had 67 
splices in one-half mile. Also, h 
brought out that an inspection of cable 
records at the company’s office showed 
67 cable pairs at Ludington were inop- 
erative. Drop wire was found to bein 
fair condition, but he claimed the rural 
line wire was poor. Also, he found 
some 26 miles of line where tree trin- 
ming was badly needed. 

The operation of the switchboard 
equipment and the service rendered 
was also observed by the witness. He 
testified as to slow answers by the 
operators, particularly on the rurd 
magneto line to local calls which must 
be trunked at the switchboard. He 
stated that the company’s service ob 
servations, which are conducted with 
the full knowledge of the operators 
being observed, were useless, and 
failed to reflect true conditions. _ 

Mr. Winston also presented certain 
financial data, which is found to be 
inadequate, and no conclusions can be 
drawn from his data. An essential 
element in determining the reasot 
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ableness of rates is the operating costs, 
which he did not have. Also, his 
revenue figures were improper inas- 
much as the gross toll revenue was 
shown without excluding other com- 
panies’ share, based on normal line- 
haul prorates. 

The witness doubtless found a num- 
ber of faults in the physical plant at 
Ludington that would contribute to 
the frequency of trouble; however, he 
was unable to associate any particular 
service complaint due to a trouble con- 
dition to a specific plant condition. 
According to staff witness Hollowell’s 
study of the troubles found at each of 
the applicant’s exchanges, the trou- 
bles found at Ludington place that ex- 
change in the group below those ex- 
changes with the best relative show- 
ing. 

During the course of the hearings 
the Commission heard some 170 wit- 
nesses in Opposition to the application. 
Their opposition, with but minor ex- 
ceptions, was confined to service dif- 
ficulties experienced. After careful 
analysis of the testimony, it appears 
that the complaints may be classified 
into eight categories as follows: 

(1) Slow answers, both on original 
calls and on attempts to recall the op- 
erator immediately after completion of 
a call. 

(2) Poor ringing, indistinct codes, 
and failure to continue ringing until 
call is answered or abandoned. 

(3) Slow completion of toll calls 
and cut-offs. 

(4) Excessive incidence of mechan- 
ical troubles. 

(5) Noise and cross-talk. 

(6) Overloaded rural party lines. 

(7) Excessive delays in completion 
of orders for service (held orders). 


(8) Desire for extended area-call- 
ing privileges. 

These alleged service inadequacies 
will be discussed below in the order 
stated : 

Slow Answers. Slow answers by 
the operator are common complaints 
particularly in the small magneto 
offices. This condition is traceable to 
two major considerations: First, the 
type of equipment (magneto); the 
second, to improperly trained and su- 
pervised switchboard operators. Con- 
siderable testimony was offered by the 
company relative to “answering time” 
studies which showed rather favorable 
results. It appears, however, that 
little reliance can be placed on a study 
of operator’s answering time made 
with the full knowledge of the oper- 
ators being observed. Service obser- 
vation is essentially a sampling prob- 


lem, and the value of the result depends 
on the representativeness of the sample 
selected. 


Magneto switchboards, or magneto 
rural lines terminating on common bat- 
tery boards, are chiefly responsible for 
the slow recall. This is due to the lack 
of cord circuit supervision such as is 
possible on common battery type lines. 
The remedy is to displace the magneto 
service with either common battery 
operation or dial service boards of 
adequate capacity. 

Agency operation of some 22 mag- 
neto type manual central offices, where- 
by the operation of the switchboard is 
performed by an agent under a con- 
tract and not by employees of the com- 
pany, appears to be a contributing 
factor in the situations complained 
about. The following exchanges are 
operated on an agency basis: 
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Mendon 
Metamora 
Minden City 
Ortonville 
Ravenna 
Reading 
Temperance 


Almont 
Brown City 
Caseville 
Centreville 
Clifford 
Conklin 
Dryden 


Kingston 
L’Anse 
Maybee 
Memphis 

Poor Ringing. This type of com- 
plaint in most cases is traceable to two 
causes: defective equipment or care- 
less operation. Improved modern 
ringing generators will do much to 
improve the ringing as will well-main- 
tained lines, drops, and instruments. 
Routine checks and tests will permit 
discovery of faulty equipment and poor 
lines ; and more adequate switchboards 
of greater capacity operating with 
an adequate force should reduce this 
type of complaint. 

Slow Completion of Toll Calls. 
This, like the troubles set forth above, 
is sometimes traceable to inadequate 
equipment or personnel. However, 
since most toll messages are completed 
over the lines of two or more com- 
panies, it is very difficult to fix the full 
responsibility. Nevertheless, it is the 
duty of the applicant to do all in its 
power to secure adequate trunk-line 
circuits to handle all offered traffic. 
This applies to so-called “‘free’’ circuits 
as well as toll trunks between ex- 
changes. 

Cut-offs appear rather prevalent on 
long-distance calls, to a large extent 
due probably to inadequate provision 
for cord circuit supervision, a char- 
acteristic of magneto switchboards. 

Troubles. Many complained of 
out-of-order conditions which appear 
too prevalent. An analysis of the 
trouble records introduced by the staff 
shows an extremely high incidence of 
troubles at the majority of the ex- 
changes. The statewide average of 6.7 
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troubles found per 100 stations pe 
month is high, and only at 6 exchanges 
is the incidence less than four trouble 
found per 100 stations per month, 
Michigan Bell’s trouble, statewide 
averages about 3.3 troubles found per 
100 telephones per month. Over 26 
per cent of the applicant’s telephones 
are classified as rural, whereas the 
Bell Company has only about 7 per 
cent of its telephones in rural areas, 
Rural plant, with its greater exposure 
to storm damage, will show a higher 
ratio of troubles than will urban plant. 
Therefore, allowance for this factor 
must be made in making comparisons, 

We would consider a_ statewide 
monthly average not more than five 
troubles found per 100 stations as 
acceptable for the applicant. 

Noise and Cross-talk. Complaint 
of noise and cross-talk was made at 
the hearing at Yale by Harbor Beach 
subscribers. This probably is due to 
equipment or circuit defects which 
should be located and corrected. While 
the condition appears localized, it isa 
major cause of annoyance to the sub 
scribers affected. Like other toll cir- 
cuit troubles, where two or more 
companies are usually involved, it is 
reasonable to assume that part of the 
responsibility is on other than the 
applicant. 

verloaded Rural Lines. This sub- 
ject has been discussed, and the appli- 
cant has made reasonable progress in 
relieving the situation. The program 
should be continued and completion 
of the unloading by the end of 1953 
will be permitted. 

Held Orders. 


The applicant is un 
der statutory requirement to furnish 
“reasonably adequate” service amd 
facilities for the use of its lines by the 
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public, § 485.103 Comp Laws, 1948. 
Subsequent to 1945, the company has 
connected some 30,000 additional sta- 
tions, a gain of about 57 per cent, the 
lowest of the three large Class A tele- 
phone companies in the state. It also 
has the highest ratio of held orders to 
total stations, and is holding some of 
the oldest orders in the state. This 
condition has resulted in widespread 
discontent and doubt in the minds of 
some that it was willing and able to 
discharge its public responsibility to 
adequately serve its assigned areas. 
Demand has arisen for the service of 
other companies within the applicant’s 
territory. The company professes 
that it has done and is doing all that 
is possible within the limits of its 
available man-power, materials, and 
money to expand its service to all in 
the areas who desire it. It has accom- 
plished much. We can only recom- 
mend that the applicant continue un- 
diminished its efforts to care for all of 
its held orders, and, if possible, accel- 
erate its construction and installation 
program. 

Extended Area Service. Following 
the initiation of a widespread extended 
area plan by Michigan Bell during 
1948 and the years immediately fol- 
lowing, an insistent demand has arisen 
within the applicant’s territory for ex- 
tended calling privileges. 

Considerable time was devoted at 
the hearings to the problem of ex- 
tended area service. Many witnesses 
were heard who compared the rates 
and the scope of service offered in ad- 
jacent Bell exchanges with the present 
and proposed rates and scope of serv- 
ice offered by the applicant. This 
points up a serious situation and a 
problem with many ramifications, an 


engineering and operating problem as 
well as economic. There are two sides 
to the coin: The relative social and 
economic benefits on the one side, and 
the price or cost on the other. 

All will concede the large benefits to 
most customers resulting from the 
elimination of toll message charges 
for calls to near-by exchanges with 
which there is a large community of 
social and business interest. There are 
benefits to the telephone companies 
also, due to the elimination of much 
work involved in timing, ticketing, and 
billing large volumes of short-haul toll 
traffic. 

The costs involved consist of the 
more or less fixed interest, deprecia- 
tion, maintenance, and tax charges on 
the additional plant investment needed 
to care for the greatly stimulated traf- 
fic to extended area points. Another 
element to be considered as a “cost” 
is the loss of toll revenue that other- 
wise is received for the toll messages 
involved. All of these costs must be 
recovered from the subscribers, pref- 
erably from those benefited. 


Telephone rates for the larger com- 
panies, including the applicant, have 
generally been based upon the over-all 


or total cost of service. This is also 
called the “statewide” approach. Cost 
records by exchanges have not hereto- 
fore been required in Michigan. With- 
out such cost records, it would not be 
possible to assess the additional costs 
of extended area service to particular 
exchanges or groups of customers ex- 
cept on a very broad and incomplete 
basis. That was done in the case of 
the Bell Company. The result is that 
the whole body of ratepayers contrib- 
utes to the cost of extended area serv- 
ice, at little or no benefit to the many. 
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In fact, the evidence shows that only 
about 20 per cent of the customers 
make from 60 to 80 per cent of the 
calls in question. 

The applicant’s annual cost, includ- 
ing a return upon the additional in- 
vestment and the “cost” of the lost toll 
revenue, would be about $111,000 a 
year for six general areas selected for 
study, as shown on Applicant’s Exhib- 
it No. 43. The six areas are: Lans- 
ing, Hastings-Lake Odessa, Port 
Huron, Flint, Sturgis, and Muskegon. 
The cost would probably be propor- 
tionately the same in other areas not 
studied such as the Toledo, Monroe, 
Ann Arbor, Ypsilanti, and Milford 
areas. 

An answer to the problem of high 
cost, low revenue, short-haul toll traf- 
fic may be found in cheaper and more 
efficient automatic toll ticketing equip- 
ment such as is now being intensively 
studied by the industry. 

The company should complete a 
carefully prepared company-wide study 
to be presented in a separate case as a 
basis of future action by the Commis- 
sion. Such a study will require con- 
siderable time to complete, and hear- 
ings thereon should not be set down 
until some future date. If a plan is 
formulated and approved, the com- 
pany would then integrate the extended 
area service into plans for expansion 
and improvement so as to accomplish 
the desired results in the most eco- 
nomical manner. 

The results of the service investiga- 
tion have been summarized above, and 
the conclusion is that the service at a 
number of exchanges continues to be 
below normal standards. The con- 
tinued use of magneto type service 
contributes heavily to the customer 
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dissatisfaction. Several exchange 
have been converted from magnet) 
operation subsequent to the Comm; 
sion’s last order in January, 1951, and 
others in the process of conversion 
Milford will be completed before th 
end of 1952. In recognition of thd 
existing situation, no local service rate 
increases will be authorized applying 
to magneto type service. When an 
as services are converted to eithe 
common battery manual or dial sery 
ice, upon application and finding tha 
reasonably adequate service is being 
provided, appropriate rates will b 
approved. 

No local rate increases should be 
authorized at any “‘agency” or “con 
tract’ office. 

The applicant should continue «nti 
further notice to furnish all reports 
heretofore required by the Commis 
sion. 

An extension of time until Decem/ 
ber 31, 1953, to complete the unload 
ing of rural lines to no more than 1 
main stations per line should be grant 
ed. 

As stated previously, the petitioner 
has applied for authority to increase 
its rates and charges to the publi 
approximately $1,070,000 annually. 
The basis of its contention that rates 
should be increased will next be re 
viewed. 


III 


Basis of Applicant’s Contention 
That Rates Be Increased 


The applicant contended that th 
present rates do not yield sufficient 
revenue to provide for operating & 
penses, taxes, and a reasonable retur 
upon the fair value of its property. 
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The applicant further contended that 
it budgeted $3,418,400 in gross plant 
additions for the current calendar year 
1952 and it will be compelled to raise 
large sums by the sale of its securities 
to provide for this expansion of its 
plant. Its securities cannot be mar- 
keted on a favorable basis as long as its 
arnings are not sufficient to attract 
aapital in a competitive money market. 
Through its witness Badger it claims 
that a rate of 7.25 per cent would be 
a fair over-all rate of return, and that 
at the present time earnings will not 
sustain the company’s credit. 

Through its witness Britt, the 
applicant claims that its estimated re- 
turn for the year 1952, assuming the 
proposed rates for the full year 1952, 
would only be $1,284,400, or 6.99 per 
cent and that the actual net operating 
income for the year 1951 was only 
494 per cent on average invested 
pital. Also, Mr. Britt showed 
that the actual net operating in- 
come for the five months ending May 
31, 1952, was $266,669, or a return 
of 3.56 per cent on average invested 
capital. 


The rates requested would provide 
the applicant with approximately $1,- 


070,412 additional annual revenue 
based upon the stations in service on 
November 30, 1951, and the applicant 
computed the additional revenue that 
would have been received had these 
rates been in effect for the five months 
nding May 31, 1952, as $455,000. 
After giving effect to the increased 
faxes On income amounting to $237,- 
000, the adjusted net income would 
have been $484,669. This would be 
areturn of 6.47 per cent on the aver- 


IV 
Commission Staff Recommendations 


The Commission staff presented the 
results of operations for the calendar 
year 1951, as a test period. The actu- 
al results of the test year were adjusted 
to reflect conditions prevailing on 
June 30, 1952, including the rate in- 
crease made effective during January, 
1951, the wage increase granted dur- 
ing August and September, the change 
in the income tax rate and other taxes 
including the Michigan Corporation 
Franchise Tax now applicable to 
public utilities, and the conversion of 
a number of central offices to dial and 
common battery operation with the re- 
sulting effect on revenues and operat- 
ing costs and capital costs. The net 
adjusted annual operating income at 
present rate levels was computed to 
be approximately $780,000 which was 
5.31 per cent return on the average in- 
vestment. 

The staff’s evidence showed the cost 
of capital to the applicant is as fol- 
lows: 

(1) Upon the basis of obtaining all 
equity capital from the parent corpo- 
ration (General Telephone Corpora- 
tion) and the fixed charge capital 
(bonds and preferred stock) from 
other sources—6.25 per cent. 

(2) Upon the basis of obtaining all 
the additional capital directly from 
investors—the “independent compa- 
ny” basis—6.78 per cent. 


Vv 
Findings with Respect to 
Revenue Requirements 


[1-4] The legislature has provided 
that telephone rates in Michigan must 
be “just and reasonable,” § 485.103 
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Comp Laws, 1948, § 22.1441 Mich 
Stats Anno. Just and reasonable rates 
have been defined, in so far as the 
customer is concerned, when they are 
neither oppressive nor permissive of 
exorbitant and speculative profits, De- 
troit v. Railroad Commission, 209 
Mich 395, PUR1920D 867, 177 NW 
306; Detroit Edison Co. v. Public 
Service Commission (1944) 308 Mich 
706, 54 PUR NS 65, 14 NW2d 784. 
In so far as the utility is concerned, 
rates are just and reasonable when 
sufficient to cover all reasonable costs 
of doing business, including interest 
on the bonded indebtedness and a fair 
dividend on the equity invested in the 
plant, Detroit Edison Co. v. Public 
Service Commission, supra; Federal 
Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 88 L ed 333, 
51 PUR NS 193, 64 S Ct 281. 

The total revenue requirement is 
equal to the operating expenses found 
reasonable, plus taxes, plus the fixed 
charges on the average outstanding 
capital, and plus an allowance for a 
return on the equity investment. The 
return on equity should be equal to 
that return generally being made on 
other investments attended by corres- 
ponding risks. It should also be suf- 
ficient to insure confidence in the finan- 
cial soundness of the company and ade- 
quate under efficient management to 
maintain the company’s credit and en- 
able it to raise additional capital on 
favorable terms. 

[5,6] Preliminary to the deter- 
mination of the revenue requirement a 
reasonable and fair test period must be 
selected. As stated previously, the 
applicant has proposed two periods: 
The estimated year 1952, and the five 
months ending May 31, 1952. The 
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staff has proposed the adjusted year 
1951. 

The 5-month test period appears 
insufficient for the purpose of test- 
ing the reasonableness of rates as it 
does not reflect the summer revenue 
increase that characterizes the busi- 
ness. The estimated 1952 results ap- 
pear inadequate for the reason that 
station gains during 1952 have been in 
excess of the estimates. 


Actual results are to be favored over 
forecasts, particularly under the cur- 
rent situation of rapidly changing con- 
ditions. However, recorded operat- 
ing data must be adjusted so as to 
present information that reflects pre- 
vailing current conditions. This task 
we feel has been fairly and adequately 
performed by the staff, and, for the 
purposes of these findings and order, 
we will adopt the staff’s test period of 
one full year ending December 31, 
1951, adjusted to current “going 
rates” for wages, taxes, and service 
charges as shown by the record in this 
cause. This is set forth at page 24 
of Staff Exhibit No. 1, introduced by 
Demorest, and is shown in summary 
form below : 


Adjusted—Year 1951 


(Dollars in Thousands) 

Expenses : 

Maintenance 

) 

Commercial . 

ee ee 

Depreciation 

Amortization of Acquisition Ad- 

justment 21.6 

Rent from Operating Property .. (0.6) 
Taxes : 

State and Local 

Federal Income 

Other Federal 


This represents the revenue requife 


10 





th 


RE GENERAL TELEPH. CO. 


ment exclusive of interest, dividends, 
and provision for additions to surplus. 
These items will next be discussed. 


Interest 

The fixed interest charges represent 
contractual obligations of the appli- 
cant running in the main over a con- 
siderable period. The cost of the out- 
standing bonds is as follows: 


$2,950,000 (1940), 32’s due 1970 
$2,500,000 (1949), 32’s due 1979 
$2,000,000 (1951), 3’s due 1981 


Average (weighted) 3.47% say 3.5% 


There is no serious disagreement 
as to the historical cost of the debt 
capital represented by bonds of the 
applicant. 

Other interest charges consist of 
payments for the use of short-term 
loans largely for construction pur- 
poses, which are permanently financed 
from time to time. Interest at the 
rate of 3 per cent is paid on the loans 
received fron: banks, and 5 per cent on 
loans from the parent company. For 
the purposes of this order, these sums 
will be considered 40 per cent equity 
and 60 per cent funded debt. 


Dividends on Preferred Stock 

Like the interest charges on bonds, 
the preferred stock dividend obliga- 
tion is contractual. The historical 
cost of the outstanding preferred stock 
is 5.78 per cent as shown below: 


Proceeds from Sales 
Annual Dividend Requirement .... 
Annual Cost 


$3,785,559 
218,657 


Earnings 
Capital 

As has been pointed out under the 

subject of corporate relations, the 


Requirement on Equity 


applicant’s common stock equity has 
been secured 100 per cent from its 
holding company, General Telephone 
Corporation (New York). 

In the testimony relating to the cost 
of money, the cost of equity capital 
was measured by the required amount 
of net earnings applicable to the com- 
mon stock and surplus. 

Dr. Badger’s study included con- 
sideration of the current (1951) earn- 
ings-price ratios of 11 non-Bell Tele- 
phone companies, 23 nontelephone 
(gas and electric) public utilities, 
and General Telephone Corporation. 
From these and related data he testi- 
fied that, in his opinion, the current 
cost of common stock money to the 
applicant would be no less than 12.5 
per cent. 


Mr. Wirick found 11.5 per cent as 
the cost of equity capital to the appli- 
cant were its stock on the market at 
the present time. This is equivalent 
to a dividend rate of 7 per cent, a res- 
ervation of 30 per cent of earnings for 
additions to surplus, and flotation and 
underpricing of new issues at 13 per 
cent. Considered by Mr. Wirick were 
the earnings-price data for the years 
1946-1951, inclusive, of nine tele- 
phone companies and 22 electric utili- 
ties. 

After careful consideration of all 
the evidence we find the cost of equity 
capital to the petitioner to be 12 per 
cent. 


Total Cost of Capital 

The total cost of capital may now be 
summarized. Based on the average 
capital invested during the test period 
1951, the capital requirement is $1,- 
096,862 as shown by the table below: 
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Earnings 
Requirement 
$225,750 
189,272 
488,640 


$903,662 


Per Cent Rate 
38.86 3.50 
19.73 5.78 
24.54 12.00 


Amount 
$6,450,000 

3,274,600 

4,072,000 


$13,796,600 


Type of Capital 
Bonds .... 
Pfd. Stock 
SN inioidwnveeweee en 


Notes, $2,800,000, divided 
60% Bonds . ch 
40% Equity 


58,800 
134,400 


1,680,000 4 3.50 
1,120,000 7 


2,800,000 
$16,596,600 


12.00 
193,200 
$1,096,862 


Totals 100.00 


We have assumed the funding of 
short-term notes, 60 per cent through 
bond financing and 40 per cent through 
sale of common stock. After this 
assumed financing the debt will be 
approximately 50 per cent, a conserva- 
tive ratio. 

From the foregoing, it appears that 
the applicant requires annual revenue 
in the amount of approximately $6,- 
406,000 to meet all of its operating 
expenses and taxes and provide for 
interest on the debt, dividends on the 
preferred stock, and enough for com- 
mon stock dividends and substantial 
additions to surplus as shown by the 
following : 


$5,309,300 


1,096,862 
$6,406,162 


Operating Expenses . 
Interest, Dividends, and Additions 
to Surplus .. ‘ rae 


Total Revenue Requirement 


VI 
Revenues and Rates 


As stated above, the total annual 
revenue requirement of the applicant 
is $6,406,000. The staff found the 
revenues for the test period, after ad- 
justment to current rates for the full 
year, amounted to $6,089,000. The 
difference, or $317,000, when adjusted 
for taxes on income, is approximately 
$660,000 which must be secured from 
higher rates for service. 
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The rates and charges proposed by 
the applicant would produce approxi- 
mately $1,070,412 additional revenue. 
Analysis of the proposal shows that 
while the average increase in basic 
monthly charges proposed amounts to 
about 26 per cent, the business rates 
proposed are only 10 per cent higher 
than at present, while the rates pro- 
posed for residence service are about 
30 per cent higher. This appears un- 
reasonably preferential in favor of the 
business customers. 

As stated before, we have found 
that no rate increase should be granted 
that would apply to magneto type 
services, nor any increases at exchang- 
es that are operated on an “agency” 
basis. The rate schedules that will be 
authorized for the applicant will re- 
sult in increases averaging about 19 
per cent in both the case of business 
and residence service. 

The rate schedules hereinafter au- 
thorized will be of the objective type, 
that is, the rates for magneto service 
will be as at present, the rates for com- 
mon battery manual service will be 
somewhat higher, and the rates for 
dial service will be highest. This 
schedule will provide an incentive to 
convert the system to dial operation, 
and it also recognizes the relative 
value of the various types of service 
from the customers’ standpoint. 
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While the over-all rate increase 
approved will amount to about 19 per 
cent, we recognize that at certain ex- 
changes the increase will be consid- 
erably more on a percentage basis. 
Twelve exchanges did not receive the 
rate increase that applied to the other 
exchanges in January, 1951, because 
at the time service was considered 
seriously below normal standards at 
these exchanges. Subsequently, two 
of the twelve, Saline and Williamston, 
have been rebuilt and converted and 
the prior rate increase has been ap- 
plied. Bath, Milford, Bronson, De- 
Witt, Laingsburg, and Edwardsburg 
have also been converted to dial but 
the higher rates have not been made 
effective, the application to do so hav- 
ing been, in effect, combined with the 
application in this cause. These ex- 
changes will now be placed in their 
correct group and the standard rates 
will be authorized. There will remain 
4 exchanges with rates that have re- 
mained in effect since January 1, 1949, 
which after conversion will, upon 
application and approval, receive the 
standard rates herein approved. 
These exchanges are: Brown City, 
Holloway, North Branch, and Shel- 
by. 

On June 5, 1952, in our Order T- 
232-52.13 to Michigan Bell Tele- 
phone Company, we found that the 
rates for local messages from pay sta- 
tions should be increased from 5 cents 
to 10 cents. General Telephone Com- 
pany has approximately 823 pay tele- 
phones in Michigan and the revenue 
value of the 10-cent charge will be 
approximately $30,000 a year. As we 
stated in the Bell order, “when adjust- 
ment of rates becomes necessary such 
adjustment should have as one of its 


purposes the reduction or removal of 
inequities appearing in the 
price structure.” This principle is 
equally applicable here, and the pay 
station rate which has remained at 5 
cents while all other charges have been 
increased, constitutes an example of 
inequity that should be removed. The 
applicant is encouraged, however, to 
improve and extend its public tele- 
phone service, which can be modern- 
ized and from which large additional 
revenues could be collected. 

Under the subject of Extended 
Area Service, in Part II of these 
Findings and Order, we have dis- 
cussed the demand expressed in cer- 
tain areas for expansion of the com- 
pany’s extended area sérvice to in- 
clude exchanges where such service is 
not furnished. Extended area service 
is now provided by the company in a 
number of cases, some of recent origin 
and others of long standing. Exam- 
ples of recently authorized extended 
calling privileges are the following 
pairs of exchanges between which no 
charge is made for messages: 


Muskegon-Twin Lakes 
Muskegon-Fruitport 
Manistique-Gulliver 


Examples of extended calling privi- 
leges of long standing are the follow- 


ing: 


Bath-DeWitt 

Bath-Laingsburg 

Laingsburg—DeWitt 

Rankin-Grand Blanc (Michigan Bell Tele- 
phone Company ) 

Rankin-Swartz Creek 

Columbiaville-Fostoria (Chambers Telephone 
Company ) 

North Branch-Clifford 
Williamston—Webberville 
Telephone Company ) 
Reading-Allen (Allen 

Company ) 


(Peoples Mutual 


Mutual Telephone 
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Reading—Cambria (Cambria Rural Telephone 
Company) 

Reading—Camden (Camden Rural Telephone 
Company ) 

Elkton-Caseville 

Emmett-Goodells 

Emmett-Memphis 

Erie—Temperance 

Goodells-Memphis 

Ida—Maybee 

L’Anse-Baraga (Baraga County Telephone 


Company) 
Temperance-Samaria (Whiteford Farmers 
(Whiteford 


Telephone Company) 
Temperance-Whiteford Center 
Farmers Telephone Company ) 


With respect to Bath, DeWitt, and 
Laingsburg, late in 1951 petitioner 
applied for authority to discontinue 
the extended service and apply stand- 
ard toll charges between these ex- 
changes. Opposition was expressed 
by customers of the three exchanges 
and upon request of the petitioner the 
application was dismissed without 
prejudice on January 22, 1952, by Or- 
der T-552-52.3. 


A joint application was filed De- 


cember 21, 1951, by petitioner and 
Michigan Bell Telephone Company for 
authority to discontinue the extended 
calling privileges between Rankin and 
Grand Blanc. This application was 
also dismissed without prejudice upon 
request of the applicants. 


It is apparent that the petitioner in 
this cause has not included all stations 
that may be called without additional 
message charges in the determination 
of the rate group in which the ex- 
change should be included. For ex- 
ample: Bath subscribers may reach 
1,329 stations in Bath, DeWitt, and 
Laingsburg exchanges without toll 
charges, and should properly be in- 
cluded in the group of exchanges with 
from 1,001 to 2,500 telephones, 
whereas the applicant has grouped it 
with exchanges of 1 to 1,000 tele- 
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phones. These inconsistencies will be 
corrected in this order, and all ex. 
changes, where revised local rates are 
authorized, will be placed in the proper 
rate group as determined by the num- 
ber of stations that are actually in- 
cluded in the local calling area, and the 
applicant, in future applications for 
rate revisions, should adhere to this 
policy. It is not the intention to for- 
ever “freeze” the extended area sery- 
ice that now exists, but revisions that 
are proposed in the future should be 
based on thorough study of the serv- 
ice needs of the customers. 


VII 
Conclusion 


In this matter we have found that 
applicant’s service to its customers is 
below the quality which such custom- 
ers should be receiving. We are of 
the opinion that under the law in- 
creased charges for such service might 
be denied until such time as service 
reaches the standard which should be 
furnished by a monopoly telephone 
company in 1952. 

On the other hand, applicant has 
been unable to pay a dividend on its 
common stock since August, 1951, and 
all available money has been utilized 
to rehabilitate and expand its equip- 
ment and facilities. Outright denial 
would not achieve the end of improv- 
ing service, but rather existing service 
would deteriorate further through 
inability of applicant to attract its 
share of additional capital. Unless 
applicant is to be forced to some source 
other than the private market for fi- 
nancing, some rate relief must be pro- 
vided. 

The rates herein authorized, how- 
ever, are, in our opinion, near the 
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maximum that can be collected by 
applicant for the type of service it is 
rendering without loss of business. 
We wonder to what extent the law 
guarantees the survival of a monopoly 
which from an operational standpoint 
is inefficiently organized. Present 
management has made valiant efforts 
with the tools at hand to raise the level 
of service provided. However, chang- 
ing social and economic conditions 
have rendered the task almost insur- 
mountable. Eighty thousand stations 
spread thinly over approximately 5,- 
648 square miles in 33 counties pro- 
vide a service and maintenance prob- 
lem to try the wisdom of a Solomon. 

Increased revenues from additional 
services have not offset increased op- 
erating expenses including tax and 
wage increases since the January 8, 
1951, order of this Commission. To 
continue the large construction pro- 
gram required to rebuild and con- 
vert many remaining exchanges, and 
extend facilities to serve more than 
6,000 applicants for service now on 


the waiting list, substantial amounts 
of new capital will be required. To 
secure these funds through sales of 
the applicant’s securities to investors, it 
is necessary to have income sufficient 
to pay a fair dividend on its stock and 
provide something for surplus. The 
applicant’s short-term notes payable to* 
Harris Trust & Savings Bank are due 
on December 31, 1952, and March 31, 
1953. For these reasons, rate relief 
in the amount herein approved is es- 
sential to the continuation of the appli- 
cant’s program of improvement and 
betterment of its service to its custom- 
ers and represents the most pragmatic 
balance that can presently be struck 
between investor and subscriber. It 
is possible that future events may ren- 
der such rates unjust and unreason- 
able, but under such circumstances we 
have adequate authority to correct the 
situation, for regulation is a continu- 
ing process, Lansing v. Public Serv- 
ice Commission (1951) 330 Mich 
608, 613, 89 PUR NS 125, 48 NW2d 
133. 
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Re United Traction Company 


Case 15736 
December 9, 1952 


y 


ETITION by municipalities for rehearing on new rates approved 
for transit company; denied. 


Rates, § 152 — Test of reasonableness — Future estimates. 
1. One test which may be applied, in determining whether proposed transit 
fares are just and reasonable, is to consider estimates of revenues and 
expenses for a future period and to calculate a rate of return on that basis, 


p. 17. 


15 
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Rates, § 158 — Test of reasonableness — Past experience and future estimates. 
2. Transit company rates were found to be just and reasonable where they 
did not appear to be either inadequate or excessive in the light of either pas 
experience or future estimates, p. 17. 


Rates, § 504 — Transit — Traffic congestion as affecting rate increase. 
3. Traffic congestion is not a factor within the control of either a transit 
company or the Commission and, consequently, is not a relevant consideration 
in a determination of revised fares for a transit company, p. 18. 


Rates, § 32 — Determination of reasonableness — Commission discretion. 
4. In determining whether increased transit fares are just and reasonable 
it is necessary for the Commission to exercise its judgment within reasonable 
bounds, p. 18. 


Rates, § 507 — School fares of transit companies. 
5. Protests by the public and several municipalities to an increase in the 
school fares of a transit company were overruled where the increase was 
substantially in harmony with increases in similar fares authorized for other 
urban bus companies in the state, p. 18. 


Rates, § 158 — Transit — Basis for determination of reasonableness. 
6. It is not necessary for the Commission to consider alleged errors cited 
by protestants against an increase in transit rates in regard to the Commis- 
sion’s consideration of estimates for the future year, where the Commission’s 
determination as to the reasonableness of the fares is amply supported by 
the actual financial results of the company for preceding years, p. 18. 


Expenses, § 114 — Income tax allowance — Effect of carry-overs. 
7. In estimating a transit company’s expense for income tax in a future 
year, the consideration of a large carry-over, to which the company is present- 
ly entitled, is a matter within the discretion of the Commission, to be exercised 
in accordance with the facts of each particular case, p. 18. 


Return, § 108 — Factors causing reduction in transit return. 
Statement that the impact of the combination of increased expenses and 
reduced riding in recent years has resulted in a double squeeze on the oper- 
ating income of urban bus companies, p. 18. 


+ 


APPEARANCES: Lawrence E. Walsh, 
Counsel (by Joseph J. Doran, Assist- 
ant Counsel), for the Public Service 
Commission; Newton R. Cass, Al- 
bany, Attorney, for United Traction 
Company; Neile F. Towner, Albany, 
President, United Traction Company ; 
Erastus Corning, 2nd, Mayor, Albany, 
for city of Albany; Samuel Jacobs, 
Assistant Corporation Counsel, Alba- 
ny, for the city of Albany; Edward A. 
Fitzgerald, Mayor, Troy, for the city 
of Troy; John A. Connolly, Deputy 
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Corporation Counsel, Troy, for the 
city of Troy; James S. Millea, Corpo- 
ration Counsel, Rensselaer, for the 
city of Rensselaer; James H. Penrose, 
Deputy Corporation Counsel, Cohoes, 
for the city of Cohoes; Joseph D. 
Foley, Corporation Counsel, Water- 
vliet, for the city of Watervliet; N. J. 
Normile, General Manager, Water- 
vliet, for the city of Watervliet; Ed- 
ward M. Segal, Attorney, Albany, 
representing Van Rensselaer Parent- 
Teachers Association; Charles J. To- 
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bin and Charles J. Tobin, Jr., Counsel, 
Albany, representing the schools under 
the jurisdiction of the Roman Catholic 
Diocese of Albany ; William A. Glenn, 
Attorney, Albany, for the town of 
Bethelehem; Bernard McAuley, Al- 
bany, President, Local 1321, Bus 
Drivers Union; Mrs. Ralph Leake, 
Rensselaer, President, Fort Crailo 
Parent-Teachers Association; 
Elliott Shaver, Rensselaer, President, 
School No. 2 Parent-Teachers Asso- 
ciation; James J. Donnelly, Albany, 
Legislative Representative, Liberal 
Party; James B. Torncello, Albany, 
Regional Director, Liberal Party; 
Jay Cox O’Brien, Albany, Village 
Counsel, for the village of Green 
Island. 


By the Commission: By report and 
order adopted on August 12, 1952, 
United Traction Company was author- 
ized to make effective certain increas- 
es in its omnibus fares. The increased 
fares so authorized have been in effect 
since August 17, 1952, and are some- 
what lower than the increases which 
the company sought in this proceeding. 

The cities of Albany, Troy, and 
Rensselaer participated in the rate 
proceeding and each has filed a peti- 
tion for rehearing. The grounds al- 
leged in the petitions of the cities of 
Albany and Rensselaer are substan- 
tially identical. The petition of the 
city of Troy sets forth no specific 
grounds in support thereof. None of 
the petitioners request a rehearing to 
present new or additional evidence. 


The petitions of the cities of Albany 
and Rensselaer allege that this Com- 
mission erred as a matter of law “in 
allowing fare increases and a rate of 
return which are illegal, unjust, un- 


[2] 


Mrs. | 


fair, and grossly excessive and uncon- 
scionable.” 

In an attempt to support such asser- 
tion, the cities of Albany and Rensse- 
laer claim that future passenger reve- 
nues and riding were underestimated 
and that in estimating the results of 
future operations provision was made 
for Federal income taxes which the 
company will not have to pay by rea- 
son of carry-over losses from prior 
years. The same petitioners further 
assert that an unjust and dispropor- 
tionate burden has been placed upon 
school children and their families since 
the authorized school commutation 
fare increases amounted to 30 per cent, 
whereas the increases authorized for 
other commutation fares was only 
14.21 per cent. 

[1,2] In conspiring and acting 
upon these petitions for rehearing, it is 
appropriate to test the “end-result” of 
our determination that the challenged 
fares are just and reasonable. One 
test which may be applied in deter- 
mining whether particular fares are 
just and reasonable is to consider esti- 
mates of revenues and expenses for a 
future period and to calculate a rate 
of return on that basis. Such a test 
was applied and considered in our re- 
port adopted on August 12, 1952. 
However, our determination that the 
authorized increased fares were just 
and reasonable was not based exclu- 
sively upon the estimates for a future 
period and the justness and reason- 
ableness of the challenged fares need 
not be tested solely by that process or 
indeed by any single process. 

The record in this case contains the 
financial results of the United Trac- 
tion Company omnibus operations for 
the past five years. The net income or 
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loss for each of such years, as shown 
by the evidence, is as follows: 


1947 1948 1949 1950 1951 
$36,436 $66,678 $15,532 $205,689(L) $40,471 
(L)—Loss. 


The evidence further shows that for 
the 12-month period ending March 31, 
1952, the operations of the company 
produced a net loss of $44,169. 

These operating statistics show that 
United Traction Company has not 
earned a fair return in recent years. 
These data may be used as a guide to 
the results of future operation. Vari- 
ous circumstances and factors have 
contributed to these unfavorable re- 
sults. Many of such factors are com- 
mon to urban bus company operations 
generally. Operating costs have pro- 
gressively increased and at the same 
time traffic has substantially declined. 
The impact of the combination of in- 
creased expenses and reduced riding 
in recent years has, as we stated in our 
report in Case 15162, involving the 
fares of this company, “resulted in a 
double squeeze on the operating in- 
come of urban bus companies.” 

[3] The greatly increased use of 
private automobiles has reduced the 
number of passengers carried by bus 
companies and has produced traffic 
congestion on the streets of munici- 
palities involved, thus slowing down 
operations and increasing operating 
costs. Traffic congestion is not within 
the control of the bus company or of 
this Commission. This is a matter for 
municipal authorities. The problem 
is serious even where parking regula- 
tions are strictly enforced. 

The financial results of the opera- 
tions of this company in recent years, 
as disclosed by the evidence, without 
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any consideration being given to the 
estimates for a future year, furnish an 
adequate support for our conclusion 
that the authorized increased fares are 
just and reasonable for the future and 
will not provide more than a fair re- 
turn for the company. 

If consideration were given to the 
effect of the wage increase provided 
for in an agreement between the com- 
pany and its employees, executed on 
September 5, 1952, as set forth in the 
affidavit of the president of the com- 
pany, submitted in opposition to the 
petitions for rehearing, it would ap- 
pear that the estimated future expenses 
of operation were substantially under- 
stated. Although the evidence of the 
effect of such wage increase was not 
before us when our original determi- 
nation was made, it may be observed 
that none of the petitioners seeking a 
rehearing have challenged the facts set 
forth in such affidavit. 

[4,5] In determining whether the 
authorized increased fares were just 
and reasonable, it was necessary for us 
to exercise our judgment within rea- 
sonable bounds. The increases in 
school fares are substantially in har- 
mony with increases in similar fares 
authorized for other urban bus com- 
panies in this state in recent months. 

[6,7] Our determination that the 
challenged fares are just and reason- 
able was based upon all of the evidence 
in the record in this case and not ex- 
clusively upon the basis of the esti- 
mates for a future year and calculated 
return thereon. Since our determina- 
tion that the authorized fares were 
just and reasonable and will not pro- 
vide more than a fair return is amply 
supported by the actual financial re- 
sults of operation of this company, as 
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shown by the evidence in this record, 
without any regard to the estimates 
for a future year and the calculated 
return thereon, there is no necessity 
to discuss the alleged errors relied upon 
by the petitioners in our consideration 
of such estimates. Nevertheless the 
city’s objection to our estimate for a 
future year is a shallow one. It con- 
tends that in estimating income taxes 
for a future year the allowances for 
this expense must be reduced to cor- 


respond with the actual tax which will 
be paid in the next calendar year as a 
result of a loss carry-over. Whether 
or not the future year should be based 
upon income taxes with or without a 
loss carry-over to which the company 
is presently entitled is a matter within 
the discretion of the Commission to be 
exercised in accordance with the facts 
of each particular case. 

For these reasons the petitions for 
rehearing are denied. 





MONTANA PUBLIC SERVICE COMMISSION 


Re General Telephone Company of the 
Northwest (Formerly Interstate 
Telephone Company) 


Docket No. 4046, Order No. 2364 
December 29, 1952 


PPLICATION by telephone company for authority to increase 
L\ rates; granted. 


Apportionment, § 7 — Telephone separation. 
1. A telephone company’s method of determining the figures applicable to 
intrastate service by taking the direct cost for intrastate service where 
possible and allocating other costs on a unit-of-service basis was con- 
sidered fair and reasonable in a rate proceeding, p. 20. 


Return, § 111 — Telephones. 


2. Rates which would yield a telephone company a return of 5 per cent on 
net book investment were not considered excessive if the company were to 
be able to furnish adequate service and maintain a financial condition which 
would attract capital for expansion, p. 21. 


Valuation, § 36 — Rate base — Original cost less depreciation. 
Statement that a telephone rate base predicated on original cost less deprecia- 
tion, plus working capital, is the lowest accepted rate base, p. 21. 


¥ 


APPEARANCES: Lester H. Loble, of 
Loble & Loble, and Gene A. Picotte, 


Attorneys at Law, Helena, appearing 
for the applicant. 
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Protestants: William Shawl, Lib- 
by, appearing for Local 2581, Lumber 
& Sawmill Workers Union; Robert E. 
Glass, Libby, appearing for the Ameri- 
can Legion and Veteran’s Organiza- 
tion groups; George C. Earle, Libby, 
appearing for Lincoln County Board 
of County Commissioners; William 
F. Hafferman, Libby, appearing for 
City Council of the city of Libby; 
Oliver G. Colburn, Station KLCB, 
Libby, appearing for Lincoln County 
Broadcasters, Inc. (owners. of 
KLCB) ; J. F. Fennessy, Jr., Attorney 
at Law, Troy, appearing for the town 
of Troy. 


OTHER APPEARANCES: M. E. 
Strum, Libby, appearing for the J. 
Neils Lumber Company; Earl D. 
Lovick, Libby, appearing for 
the Zonalite Company; Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board. 


Troy and Eureka 


Kind of Service 


[1] We have reviewed the com- 
pany history and scope of service in 
our previous rate orders, the last of 
which was Order No. 2290, Docket 
No. 3928, dated November 6, 1951, 
and Supplemental Order No. 2290, 
dated May 12, 1951, reference to which 
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Present 


Before: Leonard C. Young, Com- 


missioner. 


By the Commission: The General 
Telephone Company of the Northwest 
(formerly Interstate Telephone Com- 
pany) filed its application for author- 
ity to increase rates for exchange serv- 
ice on its system in Montana which 
includes the exchanges of Libby, Troy, 
and Eureka. This application was set 
for public hearing and, at the time of 
hearing, applicant and protestants of- 
fered oral and documentary evidence. 

The exchange at Libby has 1,156 
phones and falls within the limits of 
Group IV exchanges of the company. 
The Troy exchange has 205 phones 
and the potential phones for the new 
Eureka exchange is over 200 phones, 
so that both these exchanges fall with- 
in Group II classification. Present 
rates were established, effective on 
billings after June 1, 1952. The pres- 
ent and requested rates are as follows: 


Libby 


Proposed Present Proposed 


$8.75 
6.75 
5.50 
2.00 


4.75 
3.75 
3.75 


1.25 
1.25 


The rates on local calls would be increased from $.05 to $.10 cents per call and the toll guaran- 
tee from $5 to $8 per month. 


is hereby made. We recognized in our 
previous orders that the rates request- 
ed and allowed would not provide an 
adequate rate of return on any rate 
basis on Montana properties. The 
company operates 64 exchanges with 


48,300 phones as of July 31, 1952, in 
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Washington, Idaho, and Montana, 61 
of which exchanges, having 46,784 
phones, are in Idaho and Washington, 
and 3 with 1,516 phones are in Mon- 
tana. The company books are kept 
in accordance with the requirements 
of the three states and the Federal 
Communications Commission. In or- 
der to arrive at the figures for Mon- 
tana, direct costs of Montana are de- 
termined where possible and other 
costs are allocated generally on a unit 
of service basis. This method of al- 
location is considered fair and equi- 
table. We will not refer to system 
figures but rather to allocated state 
figures. 

in presenting evidence of rate base 
on which they are entitled to a rate of 
return, the company has presented 
figures on the basis of original cost, 


Operating revenues ... 
Net Operating expenses (including taxes) . 
Interest during construction 


Adjusted Net Operating Income GoneenE 
interest during construction) .......... 

Rate Base (average) 

Rate of Return 


( ) Denotes losses 


[2] The company 
forma statement as to business for the 


made a pro- 


year ending July 31, 1952, provided 
all increases in rates and costs (in- 
cluding wage increases) had been in 
effect for the full year. In computing 
the rate base the weighted average base 
of $407,108 for the year was used, 
even though this was considerably un- 
der the base at the close of the year. 
This pro-forma study shows the fol- 
lowing for the year period : 


less depreciation, plus working capital 
(including materials and supplies). 
As we have previously said, this is 
the lowest accepted rate base. Dur- 
ing the period January 1, 1946, to 
July 31, 1952, the company has added 
$417,165 in gross additions to Mon- 
tana plant. These improvements have 
resulted in a constantly increasing 
rate base. Improvements in plant 
have been made to expand service 
and to increase efficiency. Increases 
in revenues are by reason of expansion 
of service and increase in rates. In- 
creased costs of operation have oc- 
curred by reason of increase in cost 
of supplies, increases in wages, and 
expansion of service. The following 
table shows actual operating conditions 
for the periods shown 


Ist 7 
1951 months 
1952 
$60,529 $73,789 $92,720 
63,458 71,867 88,036 
391 1,004 1,493 


1950 


(2,538) (2,926) 
227,041 341,514 
(1.12%) 86% 


(6,177) 
473,627 
1.33% 


Pro 
Forma 


$123,818 
111,891 
1,493 


Actual 
$92,720 


88,036 
1,493 


Operating revenues ..... 

Net Operating Expenses 
(including taxes) 

— during construc- 


Adjusted Net. Operating 
Income (including in- 
terest during construc- 


| ape aiepetontan 13,420 


Figured on the base of $407,108 
this would be a return of 3.30 per 
cent. In order to earn 5 per cent on 
the rate base, the company would re- 
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quire $20,355 or $6,935 additional net 
income. Idaho and Washington have 
recently granted rates to yield a re- 
turn of 7 per cent on the same rate 
base, but the company is only asking 5 
per cent in Montana. Because of the 
fact that the Federal income tax of 52 
per cent and state excise tax equal 
52.76 per cent of gross income, the 
company requires $14,680 in order to 
realize additional net income of $6,935. 
This income would provide 5 per cent 
return on original cost of plant, depre- 
ciated, plus working capital. 

The increase in rates requested here 
are estimated to return $14,490.39 in 
additional revenue per year, or nearly 
the amount required to return 5 per 
cent on the rate base referred to. Tes- 
timony is that the rates are nondis- 
criminatory and necessary to the com- 
pany to provide adequate return to 
insure a sound financial condition. The 


average cost of money to the company 
to meet interest and dividend require- 
ments has been slightly over 7 per 


cent on capital. The return in Mon- 
tana, even on the pro-forma basis, of 
3.30 per cent has been less than the 
interest on borrowed money. This 
has resulted in Idaho and Washington 
income being used to help pay capital 
charges for Montana construction. 

A witness outlined the improve- 
ments that have been made to improve 
phone service and those which are 
contemplated. Two witnesses repre- 
senting large users of phone service 
testified that they believed the present 
rates inadequate to maintain efficient 
service and they desire the company 
to be able to continue to improve serv- 
ice. 

Protestants representing themselves 
and the veterans organizations, the 
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city council of Libby, the council of the 
town of Troy, and the Lumber and 
Sawmill Workers Union appeared and 
offered oral and written protest. The 
general basis of the protest was that 
the service is not sufficiently adequate 
to warrant increase in rates. Question 
was raised as to the fact that consid- 
erable special equipment was _ being 
installed, but the company pointed out 
that rentals for such special service 
was charged to pay for the special 
service. 

As we pointed out, the rate base 
on the basis of original cost, depreciat- 
ed, is the lowest possible accepted rate 
base. The evidence shows that rates 
in the past and those now in existence 
never returned more than 3.71 per cent 
return since 1946. Present rates would 
only return 3.30 per cent on the rate 
base. The proposed increased rates 
will not return over 5 per cent on the 
rate base. While we have not recent- 
ly fixed a fair return on investment 
which should be allowed, it is apparent 
that 5 per cent on net book investment 
is not excessive. If a utility is to fur- 
nish adequate service and maintain a 
financial condition which will attract 
capital for expansion, it must have 
adequate rates. We repeat what we 
said in our Supplemental Order No. 
2290. 

“This Commission can only con- 
sider evidence material to the matters 
being considered. Reduced to its 
simplest terms an application for a 
rate increase involves the revenue re- 
ceived in this state from the utility 
for which the rate increase is sought 
less the operating expenses, deprecia- 
tion, and taxes chargeable to that util- 
ity. This will give the net operating 
revenue. This figure is then related 
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to the value of the utility property used 
and usable in Montana to obtain the 
rate of return. The utility is entitled 
to earn a fair return on the value of 
its property.” 

The proposed rates appear to be 
fair and nondiscriminatory. The rates 
are necessary in order to provide a 
sound financial status to the company 
on its Montana operations. 

From the evidence and for the rea- 
sons stated, the Board makes the fol- 
lowing : 


Findings of Fact 


1. That the applicant operates ex- 
change service at Troy, Eureka, and 
Libby, Montana, and renders toll serv- 
ice, interstate and intrastate, over its 
own and connecting lines. 

2. That the present rates, if in ef- 
fect for a year period on current levels 
of costs for a year period, would yield 
a rate of return of 3.30 per cent on an 
average original cost, less depreciation, 
rate base for the past year, and such 
return is inadequate to provide for the 
financial requirements of the company. 

3. That the proposed rates will re- 
turn not to exceed a return of 5 per 
cent on such a rate base and that rate 
of return will not exceed a reasonable 
and necessary return on investment. 

4. That the proposed rates are just, 
nondiscriminatory, and necessary. 


Conclusions of Law 


The Board concludes as a matter of 
law that the application should be 
granted. 


ORDER 


Now therefore, at a session of the 
Public Service Commission of the 


state of Montana, held in its offices in 
the Capitol, Helena, Montana, Decem- 
ber 29, 1952, there being present 
Chairman Paul T. Smith, Commis- 
sioner Leonard C. Young, and Com- 
missioner Austin B. Middleton, there 
regularly came before the Commis- 
sion for final action the matters and 
things in Docket No. 4046, and the 
Board now being fully advised in the 
premises ; 

It is therefore ordered that the 
General Telephone Company of the 
Northwest be, and it is hereby, author- 
ized to establish exchange rates in 
Montana as follows: 


Kind of 
Service 


Troy and 
Eureka 


And to increase local calls to 10 cents per 
call and increase the toll guarantee charge to 
$8.00 per month, such exchange increases to 
be applicable with January, 1953, billings and 
the increase in local calls to be effective on and 
after January 11, 1953 


It is further ordered that a full, true, 
and correct copy of this order be sent 
forthwith by first-class United States’ 
mail to the applicant and all appear- 
ances herein. 

The foregoing order was adopted by 
the Public Service Commission of the 
state of Montana. Chairman Smith 
and Commissioner Young voting for 
the order. 

Commissioner Middleton passed his 
vote. 
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Re Peoples ‘Telephone Company 


Docket 13251 
November 26, 1952 


ETITION by telephone company for approval of schedule of 
F aahene rates; modified increase authorized. 


Expenses, § 61— Employee insurance. 
1. Premium payments made by a telephone company for a life insurance 
policy on one of its employees, in which the company was named as bene- 
ficiary, were not considered proper charges to the company’s operating 
expense account, p. 24. 

Expenses, § 99 — Wage increases. 
2. Wage increases, in order to raise the wage rates of telephone operators 
to a level comparable with that of other local wage rates, were considered 
proper charges to operating expenses so as to attract and retain the quality 
of operating personnel required to render efficient service, p. 24. 


Return, § 111 — Telephones. 
3. Proposed telephone rates which would produce a return of 7.17 per cent 
were not allowed because revenues would be in excess of just and reasonable 
requirements, p. 24. 


Payment, § 19 — Telephone billing in advance. 
4. A telephone company rendering monthly bills in advance except in one 
exchange was authorized to bill uniformly in advance for local services 
notwithstanding the fact that the change required the company to forfeit 
one month’s billing at the one exchange, p. 24. 


* 


By the Commisston: The above- 
styled petition was duly heard by the 
Commission November 5, 1952. 

The following appearances were 
made: M. G. Weaver, President, 
Collinsville, Hugh L. Reed, Attorney, 
Centre, and L. G. Hills, Consultant, 
Montgomery, for petitioner. 

[1-4] No one appeared at the hear- 
ing to oppose the granting of the peti- 
tion. 

Evidence was submitted on behalf 
of petitioner in reasonable detail to 
show that under the present rates and 
charges for local exchange service 
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rendered by petitioner, its earning 
ratio on an annual basis approximates 
4 per cent on net average investment. 

For the purpose of determining the 
aforementioned annual earning ratio, 
the actual operating results of peti- 
tioner for the eight months’ period 
ending August 31, 1952, were pro- 
jected to a twelve months’ period by 
petitioner. 

In projecting the annual earnings 
estimated to result from the new rates 
proposed by petitioner, various ad- 
justments were made by petitioner to 
exclude nonrecurring or other items of 
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operating experise that did not prop- 
erly relate to the cost of rendering 
service within the period selected to 
measure the earning ratio, and con- 
trarywise, certain adjustments were 
made to give effect to increased costs 
and increased revenues petitioner es- 
timates it will have for a subsequent 
twelve-months’ period. 

Based upon petitioner’s adjustments 
and computations, it is alleged that the 
proposed new rates would provide an 
earning ratio 7.17 per cent on net in- 
vestment. 

In reviewing the evidence submitted 
in this case, the Commission observes 
that petitioner has included as an item 
of operating expense the annual premi- 
um cost of a life insurance policy for 
one of its employees in which the peti- 
tioner is named as beneficiary of the 
policy. It is not considered proper by 
this Commission that the users of peti- 
tioner’s telephone service should have 
this item of expense reflected in any 
increased rates for telephone service 
and the revenue requirements of pe- 
titioner will be adjusted to eliminate 
the cost of this policy at its annual cost 
of $942. o 


The evidence further shows that ap- 


proximately $2,200 of the annual in- 
crease in operating revenues estimated 
to result from the proposed new rates 
is to be used to increase the wage rates 
of its operators to a level comparable 
with that of local wage rates. The 
Commission recognizes that such wage 
adjustments may be necessary to at- 
tract and retain the quality of operat- 
ing personnel required to render ef- 
ficient service and believes it proper 
for petitioner to include this item of 
increased cost with its additional reve- 
nue requirements. 


The Commission has carefully re- 
viewed other adjustments of past and 
prospective earnings as presented in 
evidence by petitioner and has had its 
engineering and accounting staff make 
its own calculations to determine the 
effect of such adjustments on the fu- 
ture earnings of petitioner and, as a 
result, the Commission finds the new 
rates proposed by petitioner will pro- 
duce annual revenues in excess of their 
just and reasonable requirements and 
that the rates herein to be prescribed 
will be just and reasonable and pro- 
vide a reasonable return on petitioner’s 
net investment. 

Petitioner states that it is its pres- 
ent practice to render monthly bills in 
advance for local service of all its ex- 
changes except Collinsville and that it 
requests that this practice be made 
uniform for all its local service, it being 
willing to forfeit the month’s billing 
for Collinsville service which such 
change would entail. 

The premises considered— 

It is ordered by the Commission, 
that the rate schedule “A” for local 
exchange service attached hereto and 
made a part hereof [omitted herein] 
is hereby approved to be effective for 
all bills for petitioner’s exchange serv- 
ice on and after the next regular billing 
date for service rendered by each re- 
spective exchange. 

It is further ordered by the Commis- 
sion, that all future billings of peti- 
tioner for local exchange service shall 
be billed for one month in advance. 

Jurisdiction in this cause is hereby 
retained for such other or further 
order or orders as the Commission 
may find just, reasonable, and neces- 
sary in the premises. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Plymouth Gas Light Company 


D.P.U. 9948 
November 21, 1952 


A PPLICATION for authority to increase gas rates; temporary 


rate increase authorized. 


Rates, § 85 — Commission jurisdiction — Temporary rate increase. 


1. The Department may order new schedules of rates effective for a limited 
period of time when such action is called for by the facts in any particular 


case, p. 27. 
Return, § 92 — Gas company. 


2. A gas company’s proposed rate increase was approved on a temporary 
basis pending the advent of natural gas where the new rates would yield 
a return of only 1.5 per cent and it was uncertain when the natural gas 


would become available, p. 27. 


APPEARANCE: W. A. Hill, for 


Plymouth Gas Light Company. 


By the DEPARTMENT: Plymouth 
Gas Light Company filed with the De- 
partment proposed new schedules of 
rates and charges for gas, to become 
effective March 1, 1952, which provid- 
ed for general increases over the pres- 
ently effective schedules. The De- 
partment suspended their operation 
until January 1, 1953, and entered 
upon an investigation as to their pro- 
priety. After due notice to all inter- 
ested parties, the Department held a 
public hearing in Plymouth on March 
31, 1952. 

The Plymouth Company supplies 
gas to approximately 2,700 customers’ 
meters in the towns of Plymouth and 
Kingston. It had for a number of 
years, until last year, purchased its en- 
tire gas requirements in bulk from the 
Brockton Gas Light Company. On 
two occasions in the winter of 1950, 
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1951 it was compelled to ask certain 
of its customers to curtail use of gas 
in order to avoid the threatened com- 
plete loss of supply due to pressure 
difficulties arising because the supply 
available from Brockton was danger- 
ously close to exhaustion. Restrictions 
in the use of gas for space heating had 
been in effect since January 1, 1948, 
due to lack of adequate supply of gas. 
To meet this situation, a propane-air 
plant was installed by Plymouth and 
was put in operation on December 3, 
1951. The company is now distribut- 
ing 1,215 Bru propane-air gas except 
for a small section of its territory in 
Kingston where about 200 customers 
are being supplied with gas purchased 
from the Brockton Company at 660 
stu. The installation of the pro- 
pane-air equipment was essential also 
for peak-shaving and ,standby use 
when the company begins distribution 
of natural gas. 
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The introduction of propane-air gas 
of higher BTU content made it nec- 
essary for the company to convert its 
system and customers’ appliances. The 
total cost of converting appliances for 
2,400 customers was approximately 
$55,000 which amount it proposes to 
amortize over a period of ten years. 
Construction expenditures totaled 
$128,750 in the year 1951, of which 
amount $79,247 was expended on the 
propane-air plant and $41,440 on an 
8-inch lateral main from the plant. 


The outstanding capital stock of 
Plymouth Gas Light Company is rep- 
resented by 2,746 shares of $100 par 
value common stock or an aggregate 
par value of $274,600. No premiums 
have been paid in thereon. On Feb- 
ruary 29, 1952, it had $37,000 in 
3} per cent notes outstanding due Oc- 
tober 1, 1961, and a noninterest-bear- 
ing open account advance from its par- 
ent, the New England Gas & Electric 
Association, of $75,000. As of the 
same date plant investment was re- 
ported at $419,642.62 against which it 
had accrued a depreciation reserve of 


1948 
$113,627 


Operating Revenues 


$103,343.55, or approximately 25 per 
cent of depreciable property. Earned 
surplus was reported at $24,766.10. 

[1,2] The proposed new schedule 
of rates represents the first general in- 
crease in gas rates in this territory 
in twenty-five years. It is estimated 
to produce an annual gross revenue 
increase of about $21,500. It takes 
the form of a flat 15 per cent increase 
on all steps of all schedules. 

Although its gross operating reve- 
nues have increased steadily in the 
past few years, the company’s earn- 
ings have equally steadily declined, due 
to increased costs of gas, labor, taxes, 
and materials. Exceptionally high ap- 
pliance sales enabled the company to 
report a net income sufficient to pay 
some dividends during the years 1948 
to 1950, but revenues from this source 
in 1951 declined almost 50 per cent 
from 1950, and the company showed 


a very small net for last year. 

The following table shows a con- 
densed income statement of the com- 
pany for the years 1948 to and includ- 
ing 1951: 


1951 
$147,974 


1949 
$128,121 


1950 
$141,469 





Operating Expenses 
Uncollectibles 


110,859 
120 
11,245 


135,457 
120 
10,339 


140,990 
120 
11,371 





122,224 145,916 152,481 





Net Operating Income 


(5,897) (4,447) (4,507) 





Nonoperating Income 


7,788 8,518 4,783 





Gross Income 


8,100 


13,685 4,071 276 





Deductions from Gross Income 


(172) 


(174) (176) 89 





Net Income 
Dividends Paid—Amount 


8,272 
4,119 
1.5 


13,859 4,247 187 


8,238 2,746 None 
3.0 1.0 
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An income statement of the com- 
pany for the twelve months ending 
February 29, 1952, adjusted to re- 
flect known increases in expenses, 
shows a loss for the period of some 
$15,000. If these figures are modified 
to include the $21,500 increased reve- 
nue from the proposed new rates, they 
show adjusted net operating income of 
$367 and a net income: before interest 
of $4,697. This adjustment gives ef- 
fect to nonoperating income of $3,914 
and an estimated consolidated tax re- 
turn credit of $416. Such an income 
would represent a return of 1.5 per 
cent on a net plant investment of 
$316,300. That this estimate is not 
too pessimistic is indicated by cur- 
rent results which show, for the ten 
months ending October 31, 1952, a 
net loss of $28,903. Its profit and loss 
balance as of such date had decreased 
from $24,766 to $5,462. 


We are reluctant to approve the in- 
creased rates requested herein in view 
of the possible future savings to be 
gained with the advent of natural gas 
and the prospects that with its avail- 
ability the prices charged to its cus- 
tomers could be at least held at present 


levels. The Department has delayed 
consideration of this matter, in fact, in 
view of the avowed program of Algon- 
quin Gas Transmission Company, 
respondent’s proposed supplier, which 
called for initial deliveries in October 
of this year. However, a mandate of 
the United States circuit court for the 
third district has ordered cancellation 
of the certificate of public convenience 
and necessity previously issued to that 
company, and further proceedings are 
now pending before the Federal Power 
Commission as the result. There is no 
indication as to when such proceedings 
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will terminate in the issuance of a new 
certificate to Algonquin nor, for that 
matter, is there any assurance that 
such will be the end result. There is 
no doubt but that the earning power 
of respondent will improve if and when 
it is supplied with natural gas, but its 
plight is such that further delay in 
granting the relief sought here would 
seriously jeopardize its financial sta- 
bility. 

We believe, however, that it would 
not be in the best interests of the pub- 
lic to approve on a permanent basis 
the rates proposed herein at this time 
on evidence dealing with the operation 
of a propane-air gas system in view 
of the fact that this type of operation 
will become obsolete upon the intro- 
duction of natural gas except for its 
use in peak shaving or in case of failure 
of the principal supply. On the other 
hand, we believe that we certainly have 
no moral right, and we question that 
we have a legal right, further to com- 
pel respondent to operate at a substan- 
tial loss pending such more definitive 
cost figures. Under G.L., Chap 164, 
§ 94, read in conjunction with § 93, 
we believe that the Department may 
order new schedules of rates effective 
for a limited period of time, when 
such action is called for by the facts 
in any particular case. We have done 
so several times in rate cases involv- 
ing common carriers. See Re Berk- 
shire Street R. Co. (1951) D.P.U. 
9119, 88 PUR NS 21; Re New York, 
N. H. & H. R. Co. D.P.U. 8756, Jan. 
5, 1950; Re Boston & Maine Rail- 
road, D.P.U. 9564, April 14, 1952. It 
seems to us that this is a similar situa- 
tion, and that the increases here au- 
thorized should be allowed to be effec- 
tive only until such time as natural 
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gas is available to respondent, when it 
should file new schedules which will 
take into account the changes in costs 
so occasioned. 

The company has filed three re- 
quests for rulings of law. We grant 
requests numbered 1 and 3 and deny 
as immaterial request number 2. 

Accordingly, after notice, public 
hearing, investigation, and considera- 
tion, it is 

Ordered: That the schedule of 
rates and charges stated in M.D.P.U. 
No. 38, General Service Rate; M.D. 
P.U. No. 39, Optional Rate; M.D. 
P.U. No. 40, Optional Domestic Kit- 
chen Heating Rate, and M.D.P.U. No. 


41, Domestic Space Heating Rate, 
filed by Plymouth Gas Light Company 
on February 13, 1952, and suspended 
by Department order, be and the same 
are hereby allowed to become effective 
December 1, 1952, limited, however, 
to such time as a supply of natural 
gas is not available to said company. 
At the time such supply becomes avail- 
able new schedules of rates and charges 
for gas shall be filed with the Depart- 
ment. 


And it is further 


Ordered: ‘That the Department’s 
investigation in D.P.U. 9948 be and 
the same is hereby closed. 
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Callie L. Reese 


Chesapeake Telephone Company 


Case No. 23,057 
November 19, 1952 


OMPLAINT against telephone company for refusal to furnish 
C residence service in absence of $100 deposit; service ordered 
without any advance deposit. 


Payment, § 58 — Deposit to insure payment — Telephone service. 


A telephone company should not be permitted to require deposits or advance 
payments beyond the point necessary to insure the minimizing of loss due 


to unpaid bills. 


> 


By the Commission: The above- 
styled cause came on to be heard on 
the complaint of Callie L. Reese and 
the answer of the respondent telephone 


29 


company, and the Commission, being 
fully advised in the premises and hav- 
ing given due consideration to the 
aforesaid pleadings, the testimony ad- 
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duced at the hearing and the report 
of its attorney examiner, Charles B. 
Ballou, hereby finds: : 

(1) That the findings contained in 
the report of its attorney examiner are 
well made, excepting, that the finding 
of the attorney examiner that an ad- 
vance deposit of $12 is reasonable 
should be overruled and the Commis- 
sion finds in lieu thereof that under 
the circumstances and facts in this 
cause, it is neither reasonable nor nec- 
essary for the respondent company to 
require an advance payment. 


(2) That the report of its attorney 
examiner should be adopted as amend- 
ed in paragraph (1) above, and be- 
come the findings of this Commission 
as though fully rewritten herein. 

It is, therefore, 

Ordered, that the respondent tele- 
phone company install the telephone 
service requested by this complainant 
forthwith, and without requiring from 
this complainant an advance deposit in 
any amount. 


Attorney Examiner's Report 


APPEARANCES: Elliott E. Meyers, 
Ironton, on behalf of the complainant ; 
J. Earl Pratt, Attorney, Chesapeake, 
on behalf of the respondent. 


Nature of the Case 


This cause came on to be heard 
on the complaint of Callie L. Reese, 
the material allegations of which are 
as follows: 

(1) That she requested resident 
telephone service from the respondent 
and made a $10 deposit on February 
12, 1952, as requested by the respond- 
ent, and that the respondent made all 
of the wire connections necessary for 
the installation of the phone but re- 
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fused to install the phone, stating to 
the complainant that the installation 
would not be made until an old bill 
for a business phone installation for 
her husband had been paid. 

(2) That the respondent now re- 
fuses to grant service to this complain- 
ant except on an advance payment of 
$100, a sum which she is unable to 
provide. 

(3) That the complainant’s hus- 
band is ill and that they must be in 
close communication with his doctor 
at all times. 

By way of answer, the respondent 
admits that it demanded of the com- 
plainant an advance payment of $100 
for protection of the company’s ex- 
change and toll service revenues, and 
cites its rate schedule issued December 
1, 1949, being P.U.C.O. No. 4 under 
approval of this Commission, which 
states in part as follows: “The tele- 
phone company reserves the right to 
require applicants to make such ad- 
vance payments or deposits as may be 
necessary for the protection of the 
company’s exchange and toll service 
revenues. The advance payment is 
credited to the customer’s account, and 
the deposit is held by the telephone 
company until the termination of the 
service or until satisfactory credit has 
been established.” 

The answer continues by saying 
that the respondent is of the opinion 
that the credit of the complainant is 
bad. The answer says that in the year 
1948 the husband of the complainant, 
Paul Reese, defaulted in the payment 
of an obligation to the respondent for 
exchange service in the approximate 
amount of $150 and that the respond- 
ent believes the applicant was the wife 
of the said Paul Reese at that time, 
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and that the present application was 
made in her name as a ruse to obtain 
credit for Paul Reese; wherefor, they 
pray that the complaint be dismissed. 

The complainant supported her part 
of the case by her testimony and the 
testimony of her husband, Paul D. 
Reese. Both witnesses were cross-ex- 
amined by Mr. Pratt on behalf of the 
respondent, but there is in the examin- 
er’s opinion no controversy as to the 
facts in this case, and, therefore, the 
examiner will present the facts as a 
complete picture rather than by sum- 
marizing the testimony of the two wit- 
nesses. 


Facts 


In August of 1947 Paul D. Reese, 
the husband of this complainant, start- 
ed a supper club called “The Planta- 
tion” near Proctorville, Ohio, and in 
November of 1947 The Plantation 


Club was incorporated, the majority 
of the stock being then in the name of 


the son of Paul D. Reese. During the 
month of December, Paul D. Reese 
was in the hospital at Huntington, 
West Virginia, due to.a heart ailment 
and by the time he was able to get 
back to the club it had been closed and 
was being operated by a court ap- 
pointed receiver. During the months 
of December and January, 1947 and 
1948, respectively, very heavy toll 
charges were incurred by The Planta- 
tion Club, the unpaid amount of which 
was stipulated to be $140.63. 

Mr. Reese has a very serious heart 
disease and his condition is such that 
emergency treatment could be needed 
at any moment day or night. Prior to 
the phone bills incurred in December 
and January as aforementioned the 
credit of Mr. Reese had never been 


questioned in connection with tele- 
phone service. He had paid his bills 
promptly and, in fact, only those bills 
incurred by the corporation and in- 
curred at a time when Mr. Reese was 
not managing the corporation are in- 
volved in this refusal by the respond- 
ent company to provide service except- 
ing on the advance payment of $100. 
The complainant testified that she was 
not the wife of Paul D. Reese at the 
time the bills were incurred and that 
she had, at no time, defaulted in a 
telephone bill. 


Examiner's Discussion and Findings 


The request for telephone service 
was made by Callie L: Reese, the com- 
plainant in this case, who has never, 
according to her testimony, been in de- 
fault for payment of a telephone bill 
either with this company or any other 
company. There was no showing by 
the respondent that there was any cloud 
on the credit standing of the complain- 
ant nor in fact any cloud upon the 
credit standing of the complainant’s 
husband excepting as to the unpaid 
bills of The Plantation Club. It is to 
be noted that The Plantation Club was 
a corporation at the time the unpaid 
bills of the respondent company were 
incurred. It is further to be noted that 
the husband of the complainant was 
not actively managing the club at that 
time and was in fact in the hospital. 
The husband of the complainant testi- 
fied, and that testimony is uncontro- 
verted, that he did not make the tele- 
phone calls above mentioned nor were 
they made with his knowledge or un- 
der his direction. The respondent 
company relies upon tariff bulletin of 
The Chesapeake Telephone Company 
P.U.C.O. No. 4, issued December 1, 


97 PUR NS 





OHIO PUBLIC UTILITIES COMMISSION 


1949, under the authority of Order No. 
20,835 of the Public Utilities Commis- 
sion of Ohio for its authority to re- 
quire the $100 advance payment. 
There is little doubt that under the 
above-mentioned bulletin they do have 
authority to require a reasonable de- 
posit or advance payment to insure the 
protection of the company’s exchange 
and toll service revenues until satis- 
factory credit has been established. 
However, the bulletin, which is in ef- 
fect an order of this Commission, does 
not contemplate the requiring of unrea- 
sonable and unnecessary amounts. 

To allow a utility to require ad- 
vance payments beyond that point 
necessary to insure the minimizing of 
loss due to unpaid bills would be tanta- 
mount to allowing a utility to pick and 
choose its customers at will. An ex- 


amination of the aforementioned tar- 
iff of the respondent company will 


show that the monthly charge for resi- 
dent service on an individual line basis 
is $4 (same being highest rate for 
residential service), and, under the 


fact pattern of this complaint, a de- 
posit in excess of $12 would be un- 
reasonable and unjust. 

The examiner, in view of the above 
discussion, finds that the requirement 
of $100 advance payment required by 
the respondent company is unjust and 
unreasonable and further finds that an 
advance payment of $12 is reasonable. 
The examiner further finds that this 
complaint was filed in conformity with 
Ohio General Code 614-21 and that 
all formal requirements of the statute 
have been met, and that this Commis- 
sion has jurisdiction to issue a proper 
order in this cause. 


Recommendation 
It is, therefore, recommended that 
the respondent telephone company be 
ordered to furnish telephone service to 
this complainant as requested by her 
upon the payment of $12 as an ad- 
vance payment and that such phone 
service be installed, forthwith. 
Respectfully submitted, 
Charles B. Ballou, 
Attorney Examiner. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Pacific Lighting to Spend 
$56,000,000 in 1953 

A TICIPATED growth of Pacific Lighting Sys- 

tem in 1953 will require estimated capital 
expenditures totaling approximately $56,000,- 
000, it was announced by Robert W. Miller, 
president of Pacific Lighting Corporation. _ 

This is the largest capital budget in the his- 

tory of the system, and marks the seventh 
consecutive vear that an annual investment in 
excess of $35,000,000 has been required to keep 
abreast of the continuing development in 
Southern California. In the last six years more 
than $200,000,000 has been invested in additions, 
betterments, and replacements to the gas supply 
system which is comprised of Southern Cali- 
fornia Gas Company, Southern Counties Gas 
Company of California, and Pacific Lighting 
Gas Supply Company. 


$21,370,000 Program Set 
By Arizona Public Service 


T= Arizona Public Service Company plans 
to conduct a $21,370,000 construction 
budget during 1953. Of this sum, $15,760,000 is 
earmarked for the company’s electric system, 
$2,135,000 for gas facilities, and $1,193,000 for 
water properties. 

Included is $9,560,000 to speed completion of 
the planned $26,500,000 Saguaro power plant. 
Nearly $5,000,000 will be spent to improve elec- 
tric distribution systems throughout most of the 
company’s 37,000 square mile area. Balance 
will go primarily for new, higher voltage 
transmission lines. , 

Major gas system expenditures will be $657,- 
000 for new services, $500,000 for main exten- 
sions and $338,000 to increase distribution 
system capacities. 

More than half of the Public Service water 
property investment this year will go toward 
additional water treatment facilities and sys- 
tem improvements at Yuma. 


Five Companies Selected to 
Compete for Coffin Award 


| a electric companies, selected for their 
outstanding achievements during 1952, have 
been invited to submit entries for the annual 
Charles A. Coffin Award, the most coveted 
honor bestowed within the electric industry, it 


was announced recently by B. L. England, 
president of the Edison Electric Institute. 
Companies singled out to participate in the 
competition are Arkansas Power and Light 
Company, Carolina Power and Light Company, 
The Detroit Edison Company, Electric Energy, 
Inc., and Pennsylvania Power and Light Com- 


pany. Electric Energy, Inc., is the corporation 
formed by Central Illinois Public Service 
Company, Illinois Power Company, Kentucky 
Utilities Company, Middle South Utilities, 
Inc., and Union Electric Co. of Missouri to 
supply part of the electric power requirements 
of the AEC project near Paducah, Kentucky. 

The Coffin Award is given “for distinguished 
contribution to the development of electric light 
and power for the convenience of the public 
and benefit of the industry.” 

Presentation of the award will be made dur- 
ing the Edison Electric Institute’s annual con- 
vention to be held June 1-4 in Atlantic City, 
New Jersey. 


Safety Council Issues Data 
On Portable Power Chain Saws 


€€ Dorraste Power Chain Saws,” a recently 
published National Safety Council data 
sheet, includes the latest information on the 
safe handling of portable gasoline and electric 
chain saws. 

The most common hazards of the saws are 
discussed in detail and the safe practices nec- 
essary to control them are described. The data 
sheet contains text, photographs, and drawings 
that are applicable to the safe operation of the 
saws in electric utilities work and elsewhere. 

The data sheet is available to Council mem- 
bers at 17 cents each for 1 to 9 copies. Non- 
member prices are double. Further information 
may be obtained from the National Safety 
Council, 425 N. Michigan avenue, Chicago 11, 
Illinois. 


Worthington Bulletin Describes 
Heavy Duty Rotary Pumps 


ORTHINGTON CORPORATION offers a new 
bulletin, known as W-483-B2, on heavy 
duty rotary pumps. 

Covering both the Herringbone gear type, 
with capacities to 5,000 gallons-per-minute, 
pressures to 100 pounds per square inch; and 
the sliding-vane type, with capacities to 1,000 
gallons per minute, pressures to 200 pounds per 
square inch, the new bulletin is complete with 


(Continued on page 26) 





@ Combination sealer and snipper £y 
with powerful leverage. Sturdy 
steel, yet light weight. Complete 
with flat lettered dies — $6, 

(Slotted or recessed dies — 

75¢ additional.) 

Write for FREE Catalog. 


A. C GISSON CO., INC. RR ne 
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fields of application, coverage charts, mount- 
ings, and dimensions. 

Copies of the bulletin may be obtained from 
the Reciprocating Pump Division, Worthing- 
ton Corporation, Harrison, New Jersey. 


Jersey Central Pwr. & Lt. 
Has $17,600,000 Program 


7 XPENDITURES for new and improved electric 

service facilities by Jersey Central Power 
& Light Company in 1953 are expected to 
exceed $17,600,000 as compared with $14,500,- 
000 spent in 1952, E. H. Werner, president, 
recently announced. 

Mr. Werner said that projected expansion 
plans through 1957 will cost approximately 
$61,000,000 which, when added to the amount 
already spent by the company in its expansion 
and improvement program, will bring the total 
to more than $100,000,000 spent since World 
War II. 

The record 1953 construction budget—high- 
est for any single vear in the history of the 
company—includes $9, 700,000 for new power 
generating c apacity ; $1,200,000 for high volt- 
age transmission lines and $2,700,000 for addi- 
tional substation capacity. In addition, $3,500,- 
000 will be spent throughout the system for 
minor projects of which $1,900,000 is for dis- 
tribution facilities and street lighting. New 
operating buildings now in the planning stage 
and scheduled for 1953 construction will cost 


approximately $400,000 


Absolute Oil Seal for Cable 
Splices Claimed for “Oil Stop” 


er; “Oil Stop,” an Irvington Varnish 
and Insulator Company product, provides 
an absolute oil seal on cable splices where oil 
pressure is encountered, according to the manu- 
facturer. It acts as a binder between the layers 
of insulating tape, effectively sealing against 
pressure and moisture. The manufacturer 
claims substantial savings in cost and labor 
are realized through using Harvel “Oil Stop” 
instead of the old barrier method. 

According to the manufacturer, utilities and 
other branches of the electrical industry have 
readily accepted this product because their rec- 
ords show many years of service with no signs 
of failure. 

A six-page booklet with step-by-step direc- 
tions with photographs and diagram may be ob- 
tained by writing to Sales Promotion Depart- 
ment, Irvington Varnish and Insulator Com- 
pany, Irvington 11, New Jersey. 


Wahrenburg Named Vice 
President of Loftus Corp. 


ra recent meeting of the Directors of the 
Peter F. Loftus Corporation, Engineering 
Consultants, Pittsburgh, Pa., Lester E. F. 
Wahrenburg was elected executive vice presi- 
dent and general manager. Mr. Wahrenburg 
has been with the corporation since its incep- 
tion. 





























all phases of our work 
demanded of us. And if 


If the service we render borders at times on the 
spectacular it is because we are better equipped in 


arrangements do not give assurance of that kind of service 
it would be a wise course to try 
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to do the unusual things 
your present financial printing 
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NEW YORK (6): 130 Cedar Street * WOrth 43760 
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Specialized service in all 

documents relating to 
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stockholder and public relations. 
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@ ALMOST A QUARTER-CENTURY OF 
GOOD SERVICE... THEN EXIDE AGAIN 


Exide-Manchex 


BATTERIES 


Little more than 4 per cent a year for depreciation! That’s what it 
cost the Alabama Power Company for the Exide batteries installed 
in two of their substations 21 and 23 years ago. Because of this long- 

life record and continued good battery performance, when replace- 
ment time came ‘round, it was Exide again—Exide-Manchex, 
the dependable, money-saving battery that assures: 
POSITIVE OPERATION: Dependable performance at ample 
voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switchgear opera- 
tion with adequate reserve power for all other control circuits 
and for emergency lighting. 
LOW OPERATING COST: Extremely low internal resistance. 
LOW MAINTENANCE COSTS: Water required about twice a 
year. No change of chemical solution during life of battery. 
LOW DEPRECIATION: Sturdy, long-life construction. 
GREATER CAPACITY in a given amount of space avoids 
overcrowding. 





. . 7 
Various sizes and types of Exide Batteries, up to 100 
ampere hours capacity, are available in plastic 
containers. 


stallations of new Exide-Manchex Exide-Manchex is your best battery buy 
atteries .65-cell EME-15) in sub- ; for all control and substation services. 


tions of Alabama Power Company. 
Magella Substation, Birming- 4 THE ELECTRIC STORAGE BATTERY CoO. 
Ala. (B) Bessemer Substation, : Philadelphia 2 

esemer, Ala. Each installation } Exide Batteries of Canada, Limited, Toronto 
ted on two single- row, 2-tier racks, “Exide” and “Manchex"” Keg. T..M. U.S. Pat. Of. 


te 
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1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 
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The Missouri-Pacific Lines’ new freight ter- 

minal at St. Lovis—one of the world’s : 
most modern and efficient —is equipped with Kinnear 
Steel Rolling Doors and Kinneaor Steel ROL-TOP Doors. 





miele 


Where doors get their toughest assignments... 


KINNEAR Rolling Doors 


prove their extra value for every need 


The advantages of Kinnear Rolling Doors for all types of buildings 
are proved by their performance in big installations like this — 
where doors are the very life-line of efficiency. 


The coiling upward action of Kinnear Rolling Doors makes all floor 
and wall space around doorways fully usable at all times. Freight or 
materials can be stacked close to the door curtain, inside and outside 
the building, without blocking door action. 


Opening completely out of the way above the lintel, che doors stay 

out of reach of damage by wind or vehicles. The interlocking steel- 

slat construction — originated by Kinnear — provides a rugged, all- 
metal curtain that assures 
long service and low main- 
tenance, plus extra protec- 
tion against fire, theft, and 
the elements. 


Kinnear Rolling Doors are 
tailored to fit any opening, 
in old or new buildings. 
Kinnear Motor Operators 
are also available, for push- 
button control. Write today 
for complete information. 


Saving Ways in Doorways 


The KINNEAR Mfg. (Co. 


FACTORIES: 
2060-80 Fields Avenue, Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calf. 
Offices And Agents In All Principal Cities 

















2, 19 





SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Public Service Co. of New Mexico 
Hydro Electric System, Winnipeg 

light & Water Department, Columbus, Miss. 
Northwestern Electric Coop., Okla. 

Corn Belt Electric Coop., Bloomingten, Ill. 
the California Electric Power Co., Riverside 
The Dayton Power and Light Co. 
Peoples Gas, Light and Coke Co., Chicago 
Portland General Electric Co., Portland, Ore. 
Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 
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\LTERNATOR SYSTEM 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 
demands are high, L-N Alternators give: 
© 25 to 35 amps with engine idling 
-e ample capacity to carry the 
entire electrical accessory load 
e fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 


Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 


. all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 


pal cities...Service Stations everywhere. 


Heavy Duty Automotive Electric Equipment for Over 45 Year 
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Water-Heater 


Control 


Don’t continue to chug along with old- 
style, “Model-T” arrangements for con- 
trolling the flow of gas for water heaters. 
The new A-P Model 50 Gasapack is a 
modern, compact, 100% automatic, sin- 
gle-unit control that you can depend on 
to maintain close, even temperatures with complete safety. 
It efficiently combines all controls in one compact unit. The finest automatic control ever 
This includes main and pilot cocks, pilot filter, 100% auto- ‘ 
matic shut-off, safety pilot and outatealie main valve. offered...here are 10 big reasons why 
More, the Gasapack Control can be mounted integrally i 
with the burner (as shown above) so that the complete as- © _Provisies close. even water tem Suleassm | 
sembly can be installed or removed for service as a single @ Leree pilot filter capacity (3 Ss ee < 
unit . . . reducing assembly costs, and simplifying service. on) — empl fee ony se tee ane He 
A contact-type, temperature sensitive thermo-bulb eliminates e . ene aaa raeiat ola as Aegan 
a spud connection. There’s no chance for leakage . . . no pana, Wah eens aamalt. on all gases; manu! 
danger of water entering the gas line or gas mixing with @ No spud to cause leakage. pi 
water. @ Control unit and burser can SS ee 
Get all the facts about this trouble-proof A-P control. ae ee ceca a ea gavitens corrosion. 
Write today for bulletin asa unit, 


A-P CONTROLS CORPORATION 


4 2470 N. 32nd St., Milwaukee 45, Wisconsin 
Ap) DEPENDABLE Controls In Canada: A-P Controls Corp., Ltd., Cooksville, Ontari 


For Modern Gas Ileating 


Easy to clean and service. 
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an get more line and service work done 
wer COSt.. . step up crew efficiency... 
White Specialized Design—for your exact 
needs. Always ready for the work at 
, Whites are tailored to your operating 
‘tions yet built by most modern produc- 
ethods and efficiency. 

your White Representative how White 





ks cost less .. . do more work .. . last THE WHITE MOTOR COMPANY 


ft... in your service. 


Cleveland 1, Ohio 


IN EVERY FEATURE * TOMORROW’S TRUCK TODAY 


SAVES MANEUVERING TIME NEW SAFETY FEATURES 


BIG CAB SAVES STEP. 
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Serving the public 


and industry 
24 hours a day! . 


The Manufacturers Light and Heat Compa 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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"We use CLEVELANDS 
almost exclusively for the 
simple reason that they 
are the most economical ; 
trenchers we have ever used. 
R.H. Fulton & Company 


LUBBOCK, TEXAS 





The constant flow of repeat orders for CLEVELAND 
trenchers—for all types of trenching work—is first hand 
evidence that thousands of users throughout the world 
are in wholehearted agreement with R. H. Fulton & 
Company’s tribute to CLEVELANDS. 
Get the full story on CLEVELANDS 
“Mg DONS 


Ki uy from your local distributor 


XA by 
we DY, THE CLEVELAND TRENCHER co. 


er of the Mo rn Tr 
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THREE SERIES OF 


PRE 
PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 


@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 


MERCOID SEALED 
MERCURY CONTACT 


There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 


Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 


Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. ZOOA. 





THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © — PHILADELPHIA: 3137 N. BROAD ST. 








ee 
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“NEW HORSEPOWER! 
NEW BRAKING POWER! 
NEW EARNING POWER! 





Biggest truck values of the year! New, 
just-announced Dodge trucks with 
features like... 


7 high-compression engines, up to 171 
horsepower, give you more ton-miles 
per hour, more deliveries per day! New 
styling inside and out, tough new 
floors in pick-up and panel bodies, new 
tighter-than-ever fit to tailgates of 
pick-ups and expresses! A total of 


more than 50 new features to boost 
truck earning power! 


More, you get such famous Dodge 
extra values as lightweight aluminum- 
alloy pistons, exhaust valve seat in- 
serts, rivetless Cyclebond brake linings 
on all hydraulic brakes, moistureproof 
ignition, shot-peened rear axle shafts! 
Get more truck for your money . . . see 
your neighborly Dodge dealer! 


New! More Powerful Engines! 
7 big engines! 3 brand-new, with 
increased displacement, greater 
cooling capacity, twin carbure- 
tion available on larger trucks! 


New! Better Braking! Smooth 
stops with less pedal pressure! 
New increased stopping ability 
on 1- thru 214-ton trucks! 


New! No Gearshifting! Truck- 
Wii) | 4 o-matic transmission with gyrol 
Lng Fluid Drive available on 2- and 
¥%-ton models! Saves shifting, 
cuts driver fatigue! 


New! Over 50 Features! Rein- 
forced cabs, larger exhaust sys- 
tem, new 116” wheelbase 2 -ton 
pick-up! Dodge-Tint glass, new 
heaters available! 


See your friendly Dodge dealer. 


There’s one to fit your job... %-ton through 4-ton. 


DODGE“ TRUCKS 
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LCEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 










Production Means Finer Performance.. 


The illustrations below show a typical Leffel production job. fy 
this particular installation two identical Francis type turbin 
were produced. Each has a maximum rating of 28,250 hy. 
under 324 ft. net head, speed 277 r.p.m. 


Sections of cast steel spiral casing on assembly floor. 











See te 


Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 91 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. 


— THE JAMES LEFFEL & CO. 


DEPARTMENT P¢@ SPRINGFIELD, OHIO, U.S.A. 





Completely assembled turbine unit. 












MORE EFFICIENT HYDRAULIC POWER FOR 31 YEARS 
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EBASCO SPECIALISTS CAN HELP YOUR BUSINESS PICTURE 


A good businessman gives special problems to specialists. He knows that resultsare better. 
Because he and his top men are free for other important duties, his whole organization 
benefits. For nearly half a century EBAsco consultants have focused their talent and 
skill directly on troublesome business problems... have solved them quickly, economi- 
cally and efficiently. Solved them, moreover, without adding permanently to company 
payrolls, or disturbing existing company procedures. 


Are you planning to expand your present market... modernize your plant... construct 
a new one? EBASco can help with each job from initial planning to completion. Thinking 
of inaugurating an industrial relations program... or making extensive cost studies? 
Exsasco will do any part or all of a job, for large companies or small. 


Esasco has accumulated in a single organization all the outside assistance you need to 
solve any business problem and serves virtually every type of business and industry, 
in all parts of the world. 

To find out how Ebasco can serve you, send for your free copy of ““The Inside Story of 
Outside Help.”” Address: Ebasco Services Incorporated, Dept. W, Two Rector Street, 
New York 6, N. Y. 


EBASCO SERVICES 


Pil an INCORPORATED 


New York + Chicago - Washington, D.C. 
asco Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
%~, Industrial Relations - Inspection & Expediting - Insurance, Pensions & Safety 
2a cousost™™ Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 


Systems & Methods - Taxes - Traffic - Washington Office 
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what we 





really make fs 


t ime}! 





it’s faster to hang a wall than to pile it up... 


Little blocks, say 2’ x 4’’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make ° 


them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alum 
num, stainless steel, galvanized and black ste¢ 
in lengths up to 25'. 


Q-Panels, 3" in depth with 14" of incombus 
ble insulation, have a thermal insulation val 
superior to that of a 12" dry masonry wall wi 
firred plaster interior. A single Q-Panel witha 
area of 50 sq. ft. can be erected in nine minute 
with a crew of only five men, and twenty-f 
workmen have erected as much as an acre of a 
in three days. 


Q-Panel construction is quick, dry, cleaa, 0 
offers an interesting medium of archit 
expression. 


H. H. ROBERTSON CO., PITTSBURGH, PA, 


2424 Farmers Bank Building %) rs Offices in 50 Principal Cities 
Pittsburgh 22, Penasylvesie > 4P Fr’ World-Wide Building Service 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigatiofis, 
financing, design, and construction. 








THe American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ford, Bacon & Davis 


VALUATIONS Jay j CONSTRUCTION 
REPORTS Ginieers RATE CASES 
NEW YORK @ CHICAGO e LOS ANGELES 











GIBBS & HILL Ino. 
CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








INCORPORATED 
ENGINEERS * CONSULTANTS * CONSTRUCTORS 


GA GILBERT ASSOCIATES 


FOUNDED 1906 


NEW YORK - READING - WASHINGTON + HOUSTON © PHILADELPHIA - ROME * MANILA + MEDELLIN 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street ae CHICAGO a Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








231 So. LaSalle Street 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 








Chicago, Illinois 














Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








C 


—_— 


| = 
















HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 



















Mention the FortNiGHTLY—I¢ identifies your inquiry. 


NE seg eae FT a 
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PROFESSIONAL DIRECTORY (continued) 
The oul jia al Coypovalion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





1 12, 19 











L 


William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
, Utility Management Consultants Specializing in REGULATORY 
GA: 
ine COST ANALYSIS pact 
for past 35 years 
Send for brochure: ‘'The Value of Cos? Analysis to Management"' 








a N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS 

wwoeeTINe SERVICE AovexnsiNe 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
is STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 


Pioneer Service -~ataaaaaain Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 














CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 


—— 
— 


= ARE Complete Services for 
OUTSTANDING Is it neelna Rel Gas and Electric Utilities 
INDUSTRY fo) $C] Me dy (O10 194-11 CMS RE Cea slel)® Designing * Engineering * Construction 


Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. fp Piping ° Equipment © Surveys ° Plans 









































Steam or Diesel Power Plants 
Alterations * Expansions 


THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA, BIRMINGHAM, ALA. 


(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 








SANDERSON & PORTER 


ENGINEERS & 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. EARL L. CARTER 


Consulting Engineers Consulting Engineer 
wen, Soe and Industrial Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 


lear ae el Gaba PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


nti 
City pansion Tapert 4 Avoraicats and Rates Public Up NM eS Oost Blane and 


121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 

















Bopby-BENJAMIN ENGINEERS, CONSTRUCTION AND 
ASSOCIATES, INC. MAINTENANCE CONTRACTORS 
CONSULTING ENGINEERS for the GAS INDUSTRY 


Power Plant Design, Specification and 
Construction’ Supervision CONSOLIDATED 


iets, >, <= GAS anv SERVICE CO. 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 
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PROFESSIONAL DIRECTORY (concluded) 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


1 laotl, Reports—A 
eport: 


Original Cost and Supetaten Studies 
Rate Analyses—insurance Surveys 





LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS— C SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








| FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 











Microwave Services, Inc. 
“Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electrio Power Projects 
7 Lines, 8: Management, 
. Foundations, r Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DiIsTRI- 
BUTION — POWER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


19 East Adams Street C&lcago 8, Ilinots 














Testing « Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J, 
Boston * Chicago * Denver « Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauziz Sr., Cencaco 











WESTCOTT & MAPES 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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fOR LOWEST COST PER FOOT OF TRENCH IN ALL SEASONS 


Ba rber-Greene@ 


VERTICAL BOOM 


HEAVY DUTY 
DITCHER 


The B-G 44-C is winning more friends 
among utilities every day because it's 
saving time and money on every job. 

Why? Because with its Vertical Boom, 
the 44-C digs in any soil at any time of 
the year...digs right up to sidewalks, 
foundations, underground pipe... digs 
all the ditch, leaving no ramp to remove 
by hand...digs clean and straight up 
to 24” wide, 8’3" deep. 


GAS, WATER, SEWER DISTRIBUTION — ideal 
for public utility use. Works in any weather, 
through frozen ground, asphalt pav t, clay 
or wet gumbo to accurate depths and widths. 
Vertical Boom jumps underground pipe, side- 
walks, reducing hand labor to minimum. 





CRAMPED QUARTERS — offer no operating dif- 
ficulties with the compact 44-C; rapid maneuver- 
ing, full crawler traction, narrow over-all width 
and close-hung Vertical Boom allow ditching 
close to walls, foundations, etc. 


UNCOVERING JOINTS — wasting no digging 
effort, the 44-C cuts straight down to joints 
through toughest formations with minimum open- 
ings, thus reducing repaving costs. Sensitive 
overload release, precision cutting and accurate 
control make this the practical machine. 


DISCHARGE TO TRUCK — on some city contracts 
excavated material must be removed immediate- 
ly. With the 8’3” boom on the 44-C, the dis- 
charge height is sufficient to load spoil directly 
to truck, depending on depth of trench. Spoil 
conveyor discharges to either side. 


FOR FULL INFORMATION SEE YOUR BARBER-GREENE DISTRIBUTOR OR WRITE 


3a rber-Greene AURORA, ILLINOIS 








HIGHEST RATED CIRCUIT BREAKER ever built, the complete 
unit comprises three poles, one of which is shown as- 
sembled for testing in the photo above. In the foreground 
are George Burens (left), General Manager of Switchgear 
and Control Division, with Earl B. Rietz, Engineer, Power Circuit 
Breaker Section. Mr. Rietz was responsible for engineering and 
development work leading to the production of the breaker. 


NEW G-E SWITCHGEAR DEVELOPMENT LABORATORY at 
Philadelphia (right), providing the world's highest capacity 
testing facilities, was an important factor in proving de- 
sign features and making possible the many necessary tests. 


29 MILLION KV 
IMPULSE BREAK: 


Newest switchgear advance one 
way for increased circuit loadin:s 
greater system economies throu 
use of higher voltage transmi: :ig 


Transmission voltages of 330 kv or mor: wi 
circuit loadings approaching a millio: <j 
watts over a 3-phase line, are now s 
the logical pattern for the future on 
heavily loaded constantly exp: 
systems. 

Making possible the economic and 
benefits to be gained from such developrer 
are advances like the new G-E steel-cl 
pulse breaker, one pole of which is show 
First of several 3-pole units for 
transmission system under constructio: 
breaker is rated at 1600 amperes continuo 
current, 25,000,000-kva interrupting capaci 
Features include 3-cycle interrupting tim 
and 20-cycle reclosing time. 

Incorporating the time-tested impulse pri 
ciple of interruption, the new steel-clad break 
design is the result of twenty years 
tensive research and development. Beliind 
is the experience gained in building circ 
breakers of continually increasing 
carrying and interrupting capacity that 
paced every previous step forward in 
voltage transmission. 

Research leading to further advance 
higher voltage equipment will continu 
increasing opportunities for efficient, « 
ical application. General Electric Compan 
Schenectady 5, N. Y. 1-22 
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